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SOURCE data that became available

for the 75-day estimate of the fourth
quarter of 1985 rounded out the view
of economic developments provided by
the national income and product ac-
counts (NIPA’s).! Data on domestic
corporate profits become available for
the fourth quarter at the time of the
75-day, rather than the 45-day, esti-
mate because most corporations’ fiscal
years end in the fourth quarter and
additional time is needed to complete
their end-of-year reports. This infor-
mation, in combination with informa-
tion on international investment
income from surveys and other quar-
terly reports, provided the basis for
the first direct estimate of fourth-
quarter corporate profits on a NIPA
basis. The corporate profits estimates,
in turn, made it possible to estimate
profits taxes and thus to complete the
estimates of the receipts side of the
government sector accounts, provid-
ing—in conjunction with the expendi-
tures side—a full view of the govern-
ment fiscal position. Fourth-quarter
developments in corporate profits and
.in the government sector are dis-
cussed in the first two sections of the
“Business Situation.” _
December data - on merchandise
trade on the revised statistical month
basis became available for the 75-day
estimate of the net exports compo-
nent of GNP. (These data more than
accounted for the revision from the
45-day to the 75-day estimate of GNP;
see table 2 at the end of the “Business
Situation.”) In addition, the estimate
of net exports incorporated the infor-
mation on investment income already
mentioned and newly available infor-
mation on other services. This infor-
mation is initially assembled for the
international transactions accounts—
often referred to as the balance of
payments accounts—and incorporated

1. The “flash” estimate of GNP, which had been
prepared at the same time as the 75-day estimates,
has been discontinued.
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in the NIPA’s after several adjust-
ments. (See table 1 on page 6 for a
reconciliation of NIPA net exports
and the corresponding measure in the
balance of payments accounts.) The
article “U.S. International Transac-
tions” in this issue provides an in-
depth review of the fourth quarter
and year 1985 in terms of the balance
of payments. The third section of the
“Business Situation” uses NIPA ag-
gregates to provide a longer run over-
view of international developments in
a NIPA framework.

Corporate profits

Profits from current production—
profits before tax plus inventory valu-
ation adjustment (IVA) and capital
consumption adjustment (CCAdj)—
were unchanged, at $309 billion, in
the fourth quarter, following a $21
billion increase in the third. A decline
in domestic profits of nonfinancial
corporations offset increases in do-
mestic profits of financial corpora-
tions and in profits from the rest of
the world.?

2. Quarterly estimates in the NIPA’s are expressed
at seasonally adjusted annual rates, and quarterly
changes in them are differences between these rates.
Quarter-to-quarter percent changes are annualized.
Real, or constant-dollar, estimates are expressed in
1982 dollars.

Domestic profits of nonfinancial
corporations declined $5% billion in
the fourth quarter, following a $21
billion increase in the third, as the
effect of a 2-percent increase in real
gross corporate product was more
than offset by that of a drop in profits
per unit of product. The drop in unit
profits, in turn, reflected a smaller in-
crease in unit prices than in unit
costs; unit labor costs fully accounted
for the cost increase, as unit nonlabor
costs were unchanged.

Domestic profits of financial corpo-
rations increased $1 billion in the
fourth quarter, following a $1% bil-
lion increase in the third. Profits
from the rest of the world increased
$4% Dbillion, following a decline of
$1% billion.

The current quarterly estimates of
profits from current production and
the other measures of profits estimat-
ed in the NIPA framework are pre-
pared by extrapolation using tabula-
tions of samples of corporate financial
reports. Special adjustments to ac-
count for charges not attributable to
current production were unusually
large in the third and fourth quar-
ters; they are discussed in the note at
the end of this section.

Profits before tax.—Proﬁts before
tax (PBT) increased $11% billion in

Looking Ahead . . .

‘e Plant and Equipment Expenditures. The regular article in the April |
Survey will be limited to estimates of plant and equipment (P & E) ex- |
penditures for the industries surveyed quarterly; estimates for the indus- |
tries surveyed only annually will be available later.

* Regional Sensitivity to the Business Cycle. An article about the sensi-
tivity of States and regions to the national business cycle will appear in

the April SurvEeY. The analysis will be based on quarterly nonfarm wages

and salaries and will cover the 3 years of the current expansion.

|| * US. Merchandise Trade Associated with U.S. Multinational Compa-

. nies. An article presenting multinational companies’ merchandise trade

1 and discussing trends and detail by product, by country of destination
and origin, and by intended use will appear in an upcoming issue of the
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the fourth quarter, to $240 billion, fol-
lowing a $10 billion increase. The con-
trast between the flatness in profits
from current production and the in-
crease in PBT reflects changes in the
IVA, which declined $15 billion to
negative $10 billion, and in the
CCAdj, which increased $3%2 billion to
$79% billion; both of these adjust-
ments are reflected in the current
production measure but not in PBT.

The IVA converts the value of in-
ventory withdrawals from the mix-
ture of historical and replacement
costs that underlie PBT to current re-
placement costs. When, as in the
fourth quarter, current replacement
costs of inventory withdrawals are
higher than the costs that underlie
PBT, the IVA is negative in order to
remove the resulting capital-gains-
like element.

The CCAdj converts depreciation
charges from those that underlie PBT
to a consistent accounting basis (i.e.,

straight-line depreciation and uniform

service lives) and to current replace-
ment costs. The fourth-quarter in-
crease in the CCAdj was largely due
to the effect of the Economic Recov-
ery Tax Act of 1981, which allowed
shorter service lives for depreciable
capital. The increase was considerably
smaller than in many earlier quar-
ters, reflecting depreciation charges
that corporations reported in the
fourth quarter.

Profits with IVA but without
CCAdj.—The measure of profits avail-
able by industry declined $3% billion
in the fourth quarter, following a
$12% billion increase.

An $8% billion drop in the profits
of nonfinancial corporations was fully
accounted for by a drop in trade prof-
its. Both wholesale and retail trade
registered large declines because of
increased inventory prices; without
the IVA, both would have registered
increases. In manufacturing, large
changes were recorded for producers
of motor vehicles and chemicals.
Motor vehicles profits increased $3
billion, partly reflecting reduced costs
of sales-incentive programs. Chemi-
cals profits dropped $2 billion; the de-
cline was industry-wide, affecting pro-

“ ducers regardless of firm size or type
of chemical produced.

A $1 billion increase in the profits
of financial corporations reflected an
increase in profits of depository insti-
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tutions that was partly offset by in-
creased losses of insurance carriers.
Profits from the rest of the world
increased $4% billion, reflecting, in
roughly equal amounts, increased
profits of foreign affiliates of U.S. cor-
porations and decreased profits of
U.S. affiliates of foreign corporations.

Special adjustments.—Special ad-
justments relating to the extrapola-
tion of current quarterly estimates on
the basis of corporate financial re-
ports were unusually large in the
third and fourth quarters. As a result,
the differences between the NIPA
measures of profits and the corre-
sponding measures in corporations’ fi-
nancial reports were unusually large.

Corporations typically report the
bulk of their charges for items such
as asset writedowns and anticipated
expenses associated with plant clos-
ings and corporate restructurings—
the discontinuation of product lines,
the divestment of subsidiaries, etc.—
in the fourth quarter. In 1985, as in
1984, many such charges were report-
ed in both the third and fourth quar-
ters. A number of explanations, not
necessarily mutually exclusive, have

been offered for the unusually large

amounts of special charges recently.
They have been interpreted as a reac-
tion to what are viewed as the ex-
cesses of the conglomerate movement
of the late 1970’s, as a defensive strat-
egy aimed at fending off hostile corpo-
rate takeovers, and as an effort to
take advantage of the third-quarter
1985 upturn in the stock market.
These charges substantially reduced
profits in financial reports. Because
these charges are not attributable to

.current production, BEA adjusted the

tabulations of samples of financial re-
ports, where necessary, to remove
their effect from NIPA profits. With-
out these adjustments, NIPA profits
from current production would have
been 5-10 percent lower in both the
third and fourth quarters.

Government sector

The fiscal position of the govern-
ment sector in the NIPA’s deteriorat-
ed in the fourth quarter of 1985, as
the combined deficit of the Federal
Government and of State and local
governments increased $20% billion
(table 1). The deterioration was due to
an increase in the Federal deficit; the
State and local surplus increased $2%
billion.
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Table 1.—Government Sector Receipts and
Expenditures: Change from Preceding Quarter

[Billions of dollars, based on seasonally adjusted annual rates]

1985
I I I v

Government sector
st

pts 55.6| ~27.2| 446 220
Expenditures ......cooouveveverniirinnen 2827 252} 372} 423
Surplus or deficit (—) .cccvneees 274|524 74| -20.3

Federal Government

Receipts 476)-349; 358] 155
Personal tax and nontax

receiy 36.1| ~42.6| 34.1 6.8
Corporate profits tax accruals....... —-33} -9 39 22
Indirect business tax and nontax

accrual -1 47 —48 1.5
Contributions for social

insur: 15.5 4.0 26 49
Expenditures........ccconvnenn. ] 17.6| 11.6| 28.0] 383
Purchases of goods and services.... 15 34| 271 199
National defense......covvivererncenns 20 65 139 2.2

Nondefi —-6) =31 132; 177

Of which: Commodity Credit
Corporation inventory

change 14| —-385] 122| 175
Transfer paymen! 12.2 26 6.8 13
To persons....... 16.5 13 4.6 6
To foreigners .. el —43 13 2.2 a
Grants-in-aid to State and local
gover! ts ~16 18 31 1.3
Net interest paid.......ccccvcicveninncs 17 37| 3.0 5.9
Subsidies less current surplus of
government enterprises............... 34] —1.0) —49 9.9
SubSidies.......c.cvcvoreeecuereeenrseniorenend 3.8 22| -2 5.8
Less: Current surplus of
government enterprise: 5 32| —-23; —41

Less: Wage accruals less
disbur t;

|

IS

!
=
o

—

>
=3

Surplus or deficit () ....cvvreirnnns 30.0( —46.5 781 —229

State and lecal governments

Receipt 64 95| 118 7.9
Personal tax and nontax
TECRIPLS cooreerevrereeeicnirererrsereressenens 3.2 33 1.8 3.5
Corporate profits tax accruals....... -6 -2 12 1
Indirect business tax and nontax
accrual 46 37 48 14
Contributions for social
IRSUFANCE.....covveereermicrarencsincsisnens . 8 9 9
Federal grants-in-aid .. 1.8 3.1 13
Expenditures.........cccocicemeens . 1551 122 53
Purchases of goods and services.... 73] 14.2| 106 4.8
Of which: Structures .................. -2 6.8 39| —-38
Transfer payments to persons....... 14 1.6 2.0 2.0
Net interest paid 6 2 Al -2
Less: Dividends received by
GOVEINIMENL ...c.orveeereeecrerensecrercennd 3 4 3 4
Subsidies less current surplus of
government enterpises ................ -1 =1 -2 -9
Subsidies. 1 0 V] o
Less: Current surplus of
government enterprises........... 1 2 2 1.0
Less: Wage accruals less
disbursement: 0 0 0 0
Surplus or deficit (—)......ccceceneee —26] —60| —~4 2.6
Social insurance funds........cco........ 4 1.3 1.2 12
Other —3.0| —-72| —-16 1.3

Note.—Dollar levels are found in the National Income and
Product Accounts Tables, tables 3.2 and 3.3.

In 1985, the fiscal position of the
government sector registered sharp
quarterly fluctuations, reflecting an
unusual pattern of refund payments
on 1984 Federal personal income
taxes. Refund payments, which are
netted against tax payments in calcu-
lating personal tax and nontax re-
ceipts, were delayed in the first quar-
ter by $27% billion due to computer
problems at processing centers, and
personal tax payments were unusual-
ly large in that quarter. In the second
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quarter, the catchup in refund pay-
ments led to a large decline in tax
payments. The catchup also affected
the third-quarter change, but not the
level, of tax payments. A comparison
with a year earlier removes the ef-
fects of these fluctuations: The fourth-
quarter 1985 combined government
sector deficit of $165 billion was $38
billion higher than a year ago, due to
a $31%% billion increase in the Federal
deficit and a $6% billion decline in
the State and local surplus.

The Federal sector.—The Federal
Government deficit increased $23 bil-
lion in the fourth quarter to $224 bil-
lion, as expenditures increased more
than receipts.

Receipts increased $15% billion,
compared with $36 billion in the third
quarter. All categories of receipts in-
creased in the fourth quarter. The in-
crease in personal tax and nontax re-
ceipts ($7 billion) and in contributions
for social insurance ($5 billion) re-
flected strong gains in incomes. The
increase in indirect business tax and
nontax accruals includes $1 billion
from an increase in the alcohol excise
tax to $12.50, from $10.50, per galion
of 100-proof liquor, effective October

Expenditures increased $38% bil-
lion, compared with $28 billion in the
third quarter. Purchases of goods and
services, which amounted to slightly
more than 35 percent of total expend-
itures, accounted for over 50 percent
of the fourth-quarter increase. Nonde-
fense purchases increased $17% bil-
lion; defense purchases, $2 billion.
Purchases of agricultural commodities
by the Commodity Credit Corporation
(CCO) accounted for the increase in
nondefense purchases. The CCC’s net
acquisition of agricultural commod-
ities was a record $30 billion ($33%
billion in real terms) and included
$13% billion of corn, $5% billion of
soybeans, and $3 billion of cotton.
(The previous high net acquisition
was $15% billion ($17 billion in real
terms) in the fourth quarter of 1982).
The small increase in national de-
fense purchases followed a $14 billion
increase in the third quarter;the sharp
deceleration was more than accounted
for by purchases of military hard-
ware. These purchases declined $5%
billion in the fourth quarter, in con-
trast to an $8 billion increase in the
third.
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All other expenditures combined in-
creased $18% billion. Of a $10 billion
increase in subsidies less the current
surplus of government enterprises,
subsidy payments to farmers account-
ed for $6 billion; an increase in the
CCC enterprise deficit accounted for
the remainder. Net interest paid in-
creased $6 billion, reflecting an in-
crease in borrowings to finance the
deficit. Grants-in-aid to State and
local governments increased $1% bil-
lion; grants for sewage treatment
plant construction and for medicaid
accounted for the increase.

Cyclically adjusted surplus or defi-

cit—When measured using cyclical.
adjustments based on middle-expan-

sion trend GNP, the Federal fiscal po-
sition moved from a deficit of $206 bil-
lion in the third quarter to a deficit of
$227 billion in the fourth (see the arti-
cle later in this issue for revised and
updated estimates of the cyclically ad-
justed budget). The cyclically adjusted
deficit as a percentage of middle-ex-
pansion trend GNP increased from
5.2 percent in the third quarter to 5.6
percent in the fourth.

The State and local sector.—The
State and local government surplus
increased $2% billion in the fourth
quarter to $59% billion, as receipts
increased more than expenditures.
The increase in the total surplus was
shared by social insurance funds and
other funds.

Receipts increased $8 billion, com-
pared with $12 billion in the third
quarter. All categories of receipts in-
creased. The increase in personal tax
and nontax receipts reflected a strong
increase in incomes, and that in indi-
rect business tax and nontax receipts
largely reflected an increase in prop-
erty taxes.

Expenditures increased $5% billion,
compared with $12 billion in the third
quarter. The deceleration was largely
accounted for by purchases of goods
and services; they increased $5 billion
in the fourth quarter, compared with
$10% billion in the third. Compensa-
tion of employees more than account-
ed for the increase in the fourth quar-
ter; all other purchases combined de-
clined $% billion. Purchases of struc-
tures declined $4 billion, an $8 billion
shift from the third-quarter increase.
Declines in all major types of con-
struction purchases were paced by a
$3 billion drop in highways.
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All other expenditures combined in-
creased $% billion. The increase in
the current surplus of government en-
terprises: was the result of a lottery
started on October 1 in California.

Real net exports

In the fourth quarter of 1985, real
net exports reached a record low of
negative $141 billion. From their peak
of §74 billion in the third quarter of
1980, net exports declined $215 bil-
lion. Over this period, declines were
registered in most quarters (chart 1).

Most of the decline in net exports
was in 1983-85. From their peak in
the third quarter of 1980 to the fourth
quarter of 1982, when the trough of
the 1981-82 recession was reached,
net exports declined $62% billion.3
Exports declined $47% billion, at an
average annual rate of 5.7 percent, ac-
counting for about three-quarters of
the decline in net exports. Imports in-
creased $14% billion, at a rate of 2.1
percent. Over the next 3 years, a
period coincident with the current re-
covery and expansion, net exports
plummeted, turning negative in the
second quarter of 1983 and registering
a decline of $152% billion by the
fourth quarter of 1985. During this
period, imports were by far the more

3. The trough in real GNP was reached in the third
quarter of 1982. The National Bureau of Economic Re-
search places the reference business cycle trough in
the fourth quarter.
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CHART 2
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dynamic component; they increased
$175% billion, at an average annual
rate of 15.5 percent. By contrast, ex-
ports increased only $23 billion, at a
rate of 2.3 percent.

The divergence in movements of ex-
ports and imports led, in turn, to a di-
vergence between rates of growth of
real GNP, which includes exports and
excludes imports, and real gross do-
mestic purchases, which includes im-
ports and excludes exports. (The quar-
terly NIPA tables now regularly in-
clude a reconciliation of GNP and

gross domestic purchases; see NIPA

table 1.6.) When net exports are posi-
tive, GNP exceeds gross domestic pur-
chases. The gap between the former, a
measure of U.S. production, and the
latter, a measure of U.S. demand,
narrowed from the third quarter of
1980, as net exports declined, but re-
mained positive. After net exports
turned negative in the second quarter
of 1983, gross domestic purchases ex-
ceeded GNP, and the gap between the
two generally widened (chart 2). Gross
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domestic purchases increased at an
average annual rate of 5.4 percent
since that quarter, and GNP in-
creased at a rate of 4.0 percent.

U.S. demand outpaced U.S. produc-
tion during most of the 1983-85
period, and an increasing portion of
U.S. demand was met by imports. Im-
ports, which met 11 percent of U.S.
demand in the second quarter of 1983,
met 13 percent by the fourth quarter
of 1985.

Another comparison related to net
exports is that of real GNP and real
command-basis GNP. Command-basis
GNP, because it is adjusted for
changes in the terms of trade, meas-
ures command over goods and serv-
ices resulting from current produc-
tion. (The quarterly NIPA tables now
regularly include command-basis
GNP; see NIPA table 1.11)

The difference in the quarterly
movements of command-basis GNP
and GNP, shown in chart 2, mirrors
the impact of changes in the terms of
trade. The terms of trade, calculated
in this context as the ratio of the ex-
ports implicit price deflator to the im-
ports implicit price deflator (multi-
plied by 100), affect the quantity of
foreign goods and services that the
United States could buy with its ex-
ports. As shown in chart 3, the terms
of trade declined in the first half of
1980, continuing a slide under the
impact of the 1979 petroleum price in-
crease, and then moved irregularly
higher to the fourth quarter of 1983.
From the third quarter of 1980 to the

4. The difference between the two measures stems
from the difference in the deflation procedures used
for their net exports components. To obtain the con-
stant-dollar measure of net exports for GNP, BEA de-
flates the current-dollar value of exports by export
prices and the current-dollar value of imports by
import prices and then subtracts deflated imports
from deflated exports. In contrast, to obtain the con-
stant-dollar measure of net exports for command-basis
GNP, BEA deflates both current-dollar exports and
imports by the implicit price deflator for imports. For
a detailed exposition of command counterparts of BEA
production measures and their derivation, see Edward
F. Denison, “International Transactions in Measures
of the Nation’s Production,” SURVEY oF CURRENT Busi-
NEss 61 (May 1981): 17-22.
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fourth of 1983, the exports deflator in-
creased steadily, at an average
annual rate of 3.7 percent, while the
imports deflator drifted down at a
rate of 0.3 percent. The result was im-
provement in the terms of trade at an
average annual rate of 4 percent. Be-
ginning in the fourth quarter of 1983,
the improvement slowed sharply: The
exports deflator changed little while
the imports deflator declined slightly,
resulting in improvement at an aver-
age annual rate of 0.3 percent.

Over the early part of the 1980-85
period, when the terms of trade regis-
tered strong improvement, command-
basis GNP increased at an average
annual rate of 2.4 percent, and GNP
increased at a rate of 1.9 percent.
Since then, when the rate of improve-
ment in the terms of trade was much
less, the average annual rates of
growth of command-basis GNP and
GNP were about the same. Thus, only
in the early part of the period did
U.S. command over goods and serv-
ices increase faster than production.

* k &
Fourth-quarter NIPA revisions

The 75-day revisions of the NIPA
estimates for the fourth quarter of
1985 are shown in table 2.
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Table 2.—Revisions in Selected Component Series of the NIPA’s, Fourth Quarter of 1985

Seésonally adjusted at annual rates Percent dhange from
preceding quarter at
54 754 annual rates
ay ay .
estimate estimate Revision 45-day 75-day
estimate estimate
Billions of current dollars
GNP 4,061.5 4,05%.3 —-2.2 45 4.3
Personal consumption expenditures 2,634.0 2,634.8 8 44 45
Nonresidential fixed investment . 492.5 16 10.8 122
Residential investment 192.6 192.5 -1 11.6 11.3
Change in business inventories —-55 —43 1.2
Net exports —-106.9 —1134 —6.5
Government purch 856.5 857.2 N 12.0 124
National i 3,275.9 6.1
Comp tion of employ 2,427.2 2,427.5 3 12 7.3
Corporate profits with inventory valuation and capital
consumption adjustments 309.1 —-5.7
Other 539.5 539.4 -1 44 4.3
Personal i 3,354.1 3,354.3 2 6.9 6.9
Billions of constant (1982) dollars
GNP 3,594.8 3,590.8 —4.0 1.2 T
Personal consumption expenditures 2,330.3 2,330.4 1 1 1
Nonresidential fizxed investment 485.1 486.5 14 10.0 11.3
Residential investment 175.8 175.5 -3 6.4 5.7
Change in business inventories —6.7 —6.3 4
Net exports —134.0 —140.8 —6.8
Government purch T744.3 745.5 1.2 85 9.2
Index numbers, 1982=100 !
GNP price index (fixed weights) 113.8 113.8 0 3.9 3.9
GNP price index (chained weights) 3.6 2.9
GNP implicit price deflator 113.0 113.0 0 3.3 33

1. Not at annual rates.
Note.—For the fourth quarter of 1985, the followinierevised or additional major source data became available: For personal
Yela? penditures, revised retail sales for December, used car sales for the quarter, consumer share of new car purchases

for Dx ber, and ption of electricity for December; for nonresidential fixed i ent, revised facturers’ ship t;
of equipment for December, revised construction put in place for December, and business share of new car purchases for
December; for residential investment, revised construction put in place for December; for change in business inventories, revised
book values for manufacturing and trade for December; for net exports of goods and services, revised statistical month
merchandise exports and imports for December, and revised service receipts for the quarter; for government purchases of goods
and services, revised construction put in place for December; for wages and salaries, revised employment, average hourly earnings,
and average weekly hours for December; for net interest, financial assets held by households for the quarter, and revised net
interest received from abroad for the quarter; for corporate profits, domestic book profits for the quarter, and revised profits from
the rest of the world for the quarter; and for GNP prices, revised residential housing prices for the quarter.
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Reconciliation and Other Special Tables

Table 1.—Relation of Net Exports of Goods and Services in the National Income and Product

Accounts (NIPA’s) to Balance on Goods and Services in the Balance of Payments Accounts
(BPA’s)

[Billions of dollars}

g lly adjusted at annual
rates
Line | 1985 1985
1 I m v
Exports of goods and services, BPA’s 1 359.7| 353.6] 357.1; 363.1| 365.0
Less: Gold, BPA’s 2 17 19 12 2.0 19
Capital gains net of losses in direct investment income receipts, BPA’s.............. 3 56| —104 4.1 15.5 13.0
Statistical differences ! 4 -6 -5 -5 -6 -6
Other items 5 0 0 0 0 0
Plus: Adjustment for U.S. territories and Puerto Rico 6 11.6 11.6 11.6 11.6 116
Services furnished without payment by financial intermediaries except life 7 54 52 5.3 5.4 5.5
insurance carriers and private noninsured.
Equals: Exports of goods and services, NIPA’s 8 369.9| 8796 369.2| 363.2| 367.8
Imports of goods and services, BPA’s 9 462.6| 437.7| 4539| 464.3; 4945
Less: Payments of income on U.S. Government liabilities 10 2131 212 21.1 21.5 215
Gold, BPA’s 11 3.3 43 24 3.6 2.8
Capital gains net of losses in direct investment income payments, BPA’s.......... 12 6 1.0 1.8 -6 2
Statistical differences ! 13 -9 -8 -7 —-11}] -11
Other items 2 14 6 6 6 6 6
Plus: Gold, NIPA’s, 15 -1 -1 0 -1 ~.1
Adjustment for U.S. territories and Puerto Rico foene 16 54 5.4 54 5.4 5.4
Imputed interest paid to foreigners 17 54 5.2 5.3 54 5.5
Equals: Imports of goods and services, NIPA’s 18 4484 421.9| 439.5] 4510 4812
Balance on goods and services, BPA’s (1—-9) 19 —1029| —84.0| —96.8—101.2{-1295
Less: Gold (2—11+15) 20 -16| —-25| -12| —-17] -10
Capital gains net of losses in direct investment income, BPA’s (3—12)................ 21 491 =115 2.3 16.1 128
Statistical differences (4—13) 22 4 3 3 5 5
Other items (5—14) 23 —6 —.6 —.6 —.6 —.6
Plus: Payments of income on U.S. Government liabilities (10) ... 24 21.3 1.2 211 21.5 215
Adjustment for U.S. territories and Puerto Rico(6—16).... 25 6.2 6.2 6.2 6.2 6.2
Equals: Net exports of goods and services, NIPA’s (8—18) 26 —785( —42.3| ~70.3| —87.8{—1134

1. Consists of statistical revisions in the BPA’s that have not yet been incorporated in the NIPA’s.
2. U.S. Government contributions to international organizations (lines 14 and 23) are classified as imports in the BPA’s and as

transfer payments to foreigners in the NIPA’s. Beginning with the June 1986 BPA revision, the BPA’s will reflect the
classification of these contributions as transfers.



By DAVID W. CARTWRIGHT

Improved Deflation of Purchases of Computers

'IN the revised GNP estimates re-
leased in December 1985, new defla-
tors for computers (processors and pe-
ripheral equipment) were used for
several components—producers’ dura-
ble equipment, exports, imports, and
government purchases. The new de-
flators were constructed by BEA pri-
marily from price indexes for comput-
ing equipment developed by IBM Cor-
poration.! This article discusses the
selection by BEA—from among the al-
ternatives presented by IBM—-of the
index most appropriate to the defla-
tion of GNP, the construction of the
new deflators, and their use in the re-
vised estimates. It concludes with an
evaluation of the new deflators.

Selection of the index

The IBM work described ir: the Jan-
uary SurvEY oF CURRENT BUSINESS
resulted in four quality-adjusted price
indexes for each of four types of com-
puting equipment—computer proces-
sors, disk drives, printers, and dis-
plays (terminals). One of the four in-
dexes, the matched-model index, uses
the conventional method for control-
ling for the effects of quality change.
The other indexes all involve the use
of hedonic methods and are referred
to as the regression, the characteris-
tics, and the composite indexes.

The matched-model index is formed
from the changes in prices for identi-
cal models that are sold in adjacent
years. This method is similar to that
used by the Bureau of Labor Statistics
for constructing the Producer Price
Indexes, components of which are
used by BEA for the deflation of most
other types of equipment in GNP. The
major strength of the matched-model
method is that, in principle, all char-
acteristics are held constant in meas-
uring the price change for each model
so that quality change is not errone-
ously included in the measured price

1. See Rosanne Cole et al.,, “Quality-Adjusted Price
Indexes for Computer Processors and Selected Periph-
eral Equipment,” Survev oF CURReNT BusiNess 66
(January 1986): 41-50.

change.? Use of the method thus re-
quires the assumption that any price
change that coincides with new model
introductions is equal to the average
price change for matched models.
When the assumption is not met,
price indexes constructed using
matched-model methods may be
biased. Such bias will be small where
prices are relatively stable or where
the number of new models is relative-
ly small. However, these conditions do
not hold for computers. New models
are introduced frequently, reflecting
rapid changes in technology, and
their introduction is frequently associ-
ated with major price reductions.
Hedonic methods, which are incor-
porated in the other three indexes,
impute the prices for all models for
all periods based on the characteris-
tics of the models and their implicit
prices. Thus, they overcome the weak-
ness of the matched-model index by
estimating the price change occa-
sioned by the introduction of new
models. On the other hand, a weak-

ness of hedonic methods is that they

hold constant only the most impor-
tant and measurable characteristics
in deriving a quality-adjusted price
change. If a characteristic that is a
significant factor in the prices of
models is omitted, the price indexes
from the hedonic method may be
biased.

The differences among the alterna-
tive hedonic indexes relate to the way
and the extent to which the hedonic
function is used. The regression index
is formed from the coefficients in the
IBM regression equation on the
dummy variables for year or for tech-
nology class by year. It does not make
use of information on quantities; each
model is given equal weight regard-
less of the number shipped. The char-
acteristics price index is formed from
the coefficients in the IBM regression

2. For a discussion of the treatment of quality
change by the four alternative indexes, see Jack E.
Triplett, “The Economic Interpretation of Hedonic
Methods,” Survey 66 (January 1986): 36-40.

equation on characteristics of the
equipment, such as speed or capacity.
The indexes are weighted by ship-

‘ments of characteristics. The compos-

ite index uses both reported prices
and, for models not sold in the base
year, prices imputed from the regres-
sion equation. It is calculated as the
average of the ratios of current-year
prices to base-year prices for each
model, weighted by the number of
models shipped in the current year.
The characteristics price index and
the composite index are conceptually
equivalent as long as the correct char-
acteristics are used.?

Of the four indexes, the composite
price index was chosen for the defla-
tion of the GNP components because
it combines the strengths of the
matched-model and the hedonic meth-
ods, using the hedonic function to
impute the base-year price for models
not sold in the base year.

Construction of the deflators

A deflator for computers was con-
structed by combining the IBM com-
posite indexes for computer proces-
sors, disk drives, printers, displays,
and a regression index for IBM tape
drives. The resulting deflator covered
the period 1972-84. It was extended
back to 1969 using information from
other studies of computer prices.
Prior to 1969, the deflator was held
constant at the 1969 level; the effect
on purchases in constant (1982) dol-
lars of holding the index constant was
small.

A second deflator—covering both
computers and other office, comput-
ing, and accounting machinery—was
constructed using the new deflator for
computers and Producer Price Index-
es for related machinery, weighted to-
gether using business purchases of
the two types of equipment. This de-
flator was needed for some of the

3. See Triplett, “The Economic Interpretation of He-
donic Methods.”
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Table 1.—Implicit Price Deflators for Comput-
ers and for Business Purchases of Office,
Computing, and Accounting Machinery

[Index numbers, 1982=100}

Office, computing,

Year Computers and accounting
machinery

617.3 158.8
552.1 1772
473.8 188.2
408.1 185.3
369.3 156.8
291.1 139.9
.265.1 144.6
231.1 139.2
199.7 132.5
169.3 129.1
146.2 123.1
1175 109.4
107.4 104.1
100.0 100.0
77.1 83.0
68.5 74.2

components of GNP for which sepa-
rately identifiable data on computers
were not available, as described in the
next section. The deflators for com-
puters and for office, computing, and
accounting machinery are shown in
table 1.

The preferred way to use the IBM
indexes for deflation purposes would
be to identify and deflate separately
the purchases of each of the five types
of computing equipment in each GNP
component. This approach would rec-
ognize differences in composition of
the equipment purchased by business-

es, government, and foreigners. It was
not used because data to implement it
are not available. Consequently, the
BEA deflator for computers was con-
structed by combining the indexes for
the five types of equipment using
shipments of domestic manufacturers
as weights.# This approach assumes
that each type of purchaser acquired
the same mix of the five types of
equipment and that this mix is the
same as that of shipments of domestic
manufacturers.

Use of the new deflators in the revised
estimates

The new deflators for computers
and for office, computing, and ac-
counting machinery were used in the
revised estimates of several compo-
nents of GNP, as shown in table 2.
This table also shows the published
categories that include computers, the
deflators used in the previously pub-
lished estimates for each of the com-
ponents, and the deflators used in the
revised estimates. In addition, the
table presents the major source data

4. Shipments data are available annually in Current
Industrial Reports MA35R, Computers and Office and
Accounting Machines, U.S. Department of Commerce,
Bureau of the Census.

used to prepare the current-dollar es-
timates to which the deflators were
applied. As indicated in the table, sep-
arately identifiable estimates of com-
puters, or of a grouping of products
closely related to computers, are
available for recent periods for pro-
ducers’ durable equipment (PDE), ex-
ports, imports, and government pur-
chases. Separately identifiable esti-
mates for computers are not available
for these components for earlier peri-
ods or for the change in business in-
ventories and the personal consump-
tion expenditures (PCE) components
for any period.

For PDE, purchases of computers
were deflated, beginning in 1969, with
the new computer deflator. For both
exports and imports, data for comput-
ers were available aggregated with
other types of office machines. Begin-
ning in 1967, this aggregate—business
and office machines, computers, etc.—
was deflated using the office, comput-
ing, and accounting machinery defla-
tor. Purchases of computers by the
Federal Government for defense and
nondefense purposes were deflated
separately, beginning in 1972, with
the new deflator for computers, as
were State and local government pur-
chases of computers, beginning in
1977.

Table 2.—Deflation of Annual Estimates of Computers in the National Income and Product Accounts

. © of GNP Pub%lished (iatiegory Previously published estimates Revised estimates Major source data for current-dollar

omponent o that includes Period Deflator | Period Deflator estimates

computers ! covered 2 Category deflated (see key) | covered 2 Category deflated (see key)

Components with revised deflation

procedure for puters:

Producers’ durable equipment (PDE)....... Office, computing, 1952-84 | Computers.......ccocevvicnene A | 1969-84 | Computers... B | Census Bureau shipments and
and accounting 1952-68 | Computers.. A merchandise trade data by detailed
machinery. category.

(table 5.6)

Exports and imports .......coceecovervenmecrcecareres Capital goods, 1981-84 | Business and office D | 1967-84 | Business and office C

excluding autos. machines, machines,
(table 4.3) computers, etc. computers, etc. Census Bureau merchandise trade data
1967-80 | Capital goods, E by end-use category.
excluding autos.
Merchandise— 1952-66 | Merchandise— F | 1952-66 | Merchandise— F
durable goods. durable goods. durable goods.
(table 4.3)

Government purchases:

Federal—defe Other durable goods..... 1972-84 | Other durable goods..... G | 1972-84 | General-purpose B
(table 3.9) computers.

Federal—nondefense............c..commorerees Durable go0ds................ 1972-84 | Durable goods.......c...... H | 1972-84 | General-purpose B Federal Government budget data by
(table 3.7B) computers. type of expenditure.

Federal-—total Durable goods ................ 1952-71 | Federal durable goods . H | 1952-71 | Federal durable goods. H
(table 3.7A)

State and 10cal .......cccecvervevreerrerecanenn. Durable goods................ 1952-84 | Durable goods................ H | 1977-84 | General-purpose B | Census Bureau State and local
(tables 3.7TA and computers. j government expenditure data by
3.7B). 1952-76 | Durable goods................ T H governmental function, distributed

by type of expenditure.
Components with no revision in

deflation procedure for computers:

Personal consumption expenditures

(PCE) 3.

Change in business inventories................. Industries..........ccoecvennens 1952-84 | Detailed industries....... I} 1952-84 | Detailed industries........ I | Census Bureau data on book value of
(table 5.8) inventories by establishment

industry.

1. Current-dollar NIPA table numbers are in parentheses.
2. Prior to 1952, computer purchases were negligible.

3. It has been assumed that persons do not purchase computers for nonbusiness use. See the note on page 10.

Key:

A No change in price.
New deflator for computers

om gow

machines, computers, etc.

computers).

New deflator for business purchases of office, computing, and accounting machinery.
Bureau of Labor Statistics price indexes for exports or imports of business and office
hines (includi +

$=4 ¥ S . .
Census Bureau unit-value indexes for exports or imports of business and office

G Bureau of Labor Statistics Producer Price Indexes for selected types of office and

Census Bureau unit-value indexes for exports or imports of durable goods (including

accounting machinery (excluding computers) and BEA defense price data.

H Bureau of Labor Statistics Producer Price Indexes for selected types of office and
accounting machinery (excluding computers).

1 Bureau of Labor Statistics Producer Price Indexes for selected types of office and
accounting machinery (excluding computers) and unit labor costs.



For the two other components of
GNP that include computers—the
change in business inventories and
PCE—no use was made of the new de-
flators because separately identifiable
estimates were not available.

Evaluation of the deflators

The use of the new deflators for
computers represents a major im-
provement over the previously used
conventions of assuming no price
change for computers or of assuming
the same price changes as for related
products. Nevertheless, there are sev-
eral problems with the information
used to construct the IBM price in-
dexes and with the construction of
BEA’s deflators from these indexes.

There are three major problems
with the information used to con-
struct the IBM price indexes: (1) Cov-
erage of the sample is limited to cer-
tain types of equipment and selected
manufacturers; (2) list, rather than
transaction, prices are included in the
sample; and (3) the information on
shipments is incomplete.

Coverage.—The samples represent a
substantial portion of computing
equipment. For medium and large
processors and for printers and gener-
al purpose displays, the samples are
large and include a wide range of
both domestically produced and im-
ported models. In 1984, the covered
types of equipment accounted for
about 44 percent of the value of ship-
ments of computing equipment.s
However, the samples exclude a
number of other types of equipment,
including small processors, personal
computers (PC’s), special-purpose com-
puters—such as those in airplanes,
small and double-density disk drives,
punched card equipment, optical scan-
ning devices, and plotters. In 1984,
small processors, PC’s, and small disk
drives together accounted for about 30
percent of the value of shipments of
computing equipment.

The sample for processors is further
limited to models sold by IBM and
three manufacturers of plug-compati-
ble equipment because of the difficul-
ty of obtaining a consistent measure
of speed over a wider number of man-
ufacturers. Although only 67 models
are included in the IBM sample, it
represents a large proportion of total
processor shipments, according to
data derived from International Data
Corporation censuses.

5. See the July 1985 issue of Current Industrial Re-
ports MA35R.

Table 3.—Comparison of BEA and IBM Regression Results for Processors

Coefficients

Speed Capacity

Sample size

Observations

R2

Models

IBM (1972-84) ! ........... 0.78 0.22
BEA(1972-83)2 ............ .76 12

0.973 67 296
791 187 472

1. IBM equation II (see table 2 and the discussion on pages 44-45 of the January 1986 Survey oF CURRENT BUSINESS)
expresses price as a function of speed, capacity, and technology class by year dummies.
2. The BEA equation expresses price as a function of speed, capacity, and time dummies.

The impact of this limitation was
evaluated by comparing the IBM re-
gression results with comparable re-
sults from a BEA sample of 187
models produced by 17 manufactur-
ers. The BEA sample was construct-
ed from sources similar to those used
by IBM, but differs from the IBM
sample in two ways in addition to its
inclusion of more models and more
manufacturers. First, the BEA sample
does not contain technology variables
because of the difficulty of developing
such measures consistently for all
models. Second, the measure of speed
in the BEA sample may not be com-
parable among all manufacturers.?
For 1972-83 (the BEA sample did not
include 1984), BEA applied the IBM
regression specifications, to the extent
possible, to its own sample for proces-
sors. As shown in table 3, despite the
possible noncomparability of the
measure of speed across manufactur-
ers and the lack of technology meas-
ures in the BEA sample, the coeffi-
cients for speed and capacity are simi-
lar to those obtained by IBM.® This
comparison suggests that the models
in the IBM sample for processors are
representative of models not included
in the sample.

Of the other coverage problems of
the IBM sample, two are worth
noting. First, the IBM sample for disk
drives is limited to large and interme-
diate drives; these drives accounted
for less than 20 percent of total disk
drives in 1984, Second, omission of
PC’s from the IBM sample probably
biases the price indexes in recent
years. Preliminary research by IBM
indicates that the overall impact of
the omission during this period may
be slight because the prices of both
PC’s and large and medium proces-
sors appear to have declined by about
the same amount. However, this re-
search also indicates that, in 1983 and

6. Improved Deflation of Computers in the Gross Na-
tional Product of the United States. Working Paper
Series WP-4 (Washington, DC: U.S. Department of
Commerce, December 1985).

7. For a discussion of measures of processor speed,
see Cole et al,, “Quality-Adjusted Price Indexes,” pp.
41-42.

8. Similar results were also obtained from single-
year and paired-year equations, indicating that the re-
gression results are not unduly sensitive to the length
of time period specified for the equations.

1984, the prices of PC’s declined more
rapidly than prices of larger proces-
SOTS.

List prices.—Discounting is common
in the computer industry, and the use
of list, rather than transaction, prices
in the sample may bias the measures
of price change if discounts change
over time. To the extent that prices of
models with ‘“nonbest” technologies
were discounted more heavily than
those with the “best” technology, dis-
counting will be reflected in the IBM
regression coefficients on technology
class by year variables. Therefore, the
IBM coefficients on characteristics for
processors and disk drives may not be
biased. However, the composite index-
es may be biased because they are cal-
culated, in part, directly from the list
prices in the samples.

Shipments.—The shipments data
used to construct the IBM indexes are
incomplete. Shipments by model are
the appropriate weight for price
changes for the composite indexes.
They are available only for processors
and may contain errors because they
were derived from data on the stocks
of installed systems. The indexes for
disk drives and for - printers are
weighted by shipments by class of
equipment. The indexes for displays
are unweighted.

The most important of the problems
relating to the construction of BEA’s
deflators is that the five separate
type-of-equipment price indexes were
not used directly in each of the GNP
components. Separate current-dollar
estimates were not available, and it is
likely that each purchaser acquired a
different mix of computer equipment.
Other problems are the lack of infor-
mation for 1985 and the lack of quar-
terly information. For 1985, a prelimi-
nary annual deflator was estimated
from midyear 1984 and 1985 prices
published in Computerworld maga-
zine; a revised deflator will be esti-
mated by extending the IBM price in-
dexes. For quarterly deflation, the
annual deflators were interpolated.
For 1986, quarterly deflators will be
estimated using information on price
changes and on the introduction of
new equipment from trade publica-
tions.
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Corrections to the Estimates of Purchases of Computers

In January, in the editor’s note that introduced the two articles about
the new price index for computers, BEA reported that it would be
making corrections to the estimates of business purchases of computers
that had been released as part of the comprehensive revision in Decem-
ber 1985. This note provides those corrections.

A summary review of the commodity-flow procedure, which is used to
prepare the annual estimates of business purchases of computers as well
as other components of producers’ durable equipment (PDE), provides
the background needed to explain the corrections. As shown in table 1,
the commodity-flow procedure begins with the Census Bureau value of
new computers (processors and peripheral equipment) shipped from do-
mestic manufacturing plants (line 1). This value is increased by imports
of computers (line 2), reduced by exports of computers (line 3), reduced
by intermediate purchases of computers—for example, peripheral equip-
ment purchased by one plant from another for assembly of small com-
puters (line 4), and reduced by the change in inventories of computers
held by wholesalers and retailers (line 5). The result is shipments to do-
mestic purchasers (line 6). This shipments total is valued in producers’
prices; for GNP, it must reflect purchasers’ prices, so transportation and
trade margins (line 7) are added.

The next element—a valuation adjustment for “own-use” equipment
(line 8)—is unique to the derivation of purchases of computers. The ad-
justment is made to manufacturers’ shipments of computers produced for
use by the same company—either for lease by the company to others or
for operations within the company. It converts these shipments from the
manufacturers’ sales price, the valuation that is required for reports to
the Census Bureau, to manufacturers’ cost, the valuation appropriate for
fixed investment in the national income and product accounts (NIPA’s).

Domestic purchases (line 9) is the value in GNP of purchases by gov-
ernment, persons, and domestic business. Source data on business pur-
chases of equipment by type are not available, so that domestic business
purchases of computers (line 12) is derived by subtracting the value of
purchases by government (line 10) and purchases by persons—that is, for
nonbusiness use—(line 11) from domestic purchases.

The corrections presented in this note stem from problems in three ele-
ments of the commodity-flow procedure. All of the problems affect the
estimates of domestic purchases and business purchases. Purchases by
government and persons are not affected.

The first problem is in imports (line 2) and resulted from an improper
handling of a detailed import category. This category, which should be
included in the computer component of PDE, was included in another
PDE component from 1973 to 1983 and was omitted completely in 1984.
The correction raises imports and thus raises business purchases of com-
puters. The size of the correction to this element for 1973-83 is shown in
column 5 of table 2 as the amount by which other PDE is reduced; in
1984, the correction is $1.0 billion.

The second problem is in exports (line 3) and resulted from an improp-
er handling of a detailed export category beginning in 1977. This catego-
ry, which should have been excluded from the export element because it
consists of parts, was incorrectly assumed to have included a substantial
amount of computers. The correction reduces exports and thus raises
business purchases of computers. The correction to this element appears
as the sum of columns 4 and 5 of table 2 for 1977-83; in 1984, the correc-
tion is $4.4 billion.

The third problem is in the transportation and trade margins (line 7)
and resulted from the use of an incorrect wholesale trade margin from
1972 to 1976. The margin had incorrectly accounted for expenses associ-
ated with leased computers. The correction reduces the margin and thus
reduces business purchases. The correction to this element is no more
than $0.3 billion in any year and appears as the sum of columns 4 and 5
of table 2 for 1972-76. )

As shown in table 2, the corrections have the same effect on business
purchases of computers and on PDE and GNP in 1972 and 1984; for
1973-83, the effects are different because the correction for imports is off-
setting within PDE. In 1972, the corrections reduce current-dollar busi-
ness purchases of computers by $0.2 billion and reduce constant-dollars
purchases by a very small amount. In 1984, the corrections increase cur-
rent-dollar purchases by $5.4 billion and increase constant-dollar pur-
chases by $7.9 billion. The corrections raise the average annual rate of
increase of constant-dollar business purchases of computers from 1972 to
1984 from 36 percent to 39 percent per year; for total PDE, the increase
is about unchanged at 4% percent per year. It is not yet possible to esti-
mate the corrections for 1985, but it is likely that they will increase pur-
chases by about the same amount as in 1984.

The corrections shown in table 2 have not been incorporated into
NIPA estimates, including the NIPA estimates that appear elsewhere in

Table 1.—Commodity-Flow Procedure Used to Derive Annual Estimates
of Business Purchases of Computers

[Billions of dollars}

Line Elements 19771 1984t
1 | Shipments from domestic manufacturing plants 9.8 36.0
2 | Plus: Imports 1 3.8
3 | Less: Exports.... 2.8 112
4 Intermediate purchases 5 2.0
5 Change.in trade inventories 0 1.1
6 | Equals: Shipments to domestic purchasers at producers’ prices.............. 6.7 25.5
7 | Plus: Trade and transportation margins 4 15
8 [ Less: Valuation adjustment for own-use ir t 9 13
9 | Equals: Domestic purchases 6.2 25.7

10 | Less: Purchases by government 1.0 2.8
11 Purchases by persons 0 0
12 | Equals: Purchases by businesses 52 229

1. As released in December 1985; does not reflect corrections shown in table 2 of this note.

Table 2.—Corrections to Estimates of Business Purchases of Computers
and Related Aggregates

(Billions of dollars]
Producers’ durable equipment Addenda:
Producers’ durable
Office, computing, and equipment (1982
Year GNP accounting machinery dollars)
Total . p -
mput- oraput-
Total ors Other Total ers
1) 2) 3) 4) (5) (6) Y]
-~0.2 —-02 -0.2 —0.2 0 * *
—-.1 -1 -1 -1 * * *
-2 —~.2 -2 -1 -1 * *
-2 -2 -2 1 1 * *
-3 -3 -3 1 -2 * *

6 6 8 N —-.1 3 3
1.1 11 1.1 12 2 6 K
14 14 14 16 ~.2 1.0 11
2.1 2.1 2.1 2.3 -2 17 1.9
2.2 22 2.2 2.5 -2 2.1 2.3
2.6 2.6 2.6 2.9 —4 2.6 2.9
33 3.3 3.3 3.9 —.6 4.3 5.0
5.4 5.4 5.4 54 0 7.9 79

n.a. na. na. na. n.a. na. na.

* Less than $0.05 billion.
n.a. Not available.

Note.—The corrections are to the estimates rel

this issue of the SurvEey.Corrections that affect estimates prior to 1983
will be incorporated in the next comprehensive NIPA revision. Correc-
tions that affect estimates for 1983 forward will be reflected in an annual
NIPA revision scheduled for this July; this revision also will reflect the
incorporation into the elements of the commodity-flow procedure of
source data that regularly become available for an annual revision.

In addition, this.annual revision will reflect the incorporation, begin-
ning in 1983, of newly available source data for two elements of the com-
modity-flow procedure used to derive business purchases. First, for com-
puters purchased by persons for nonbusiness use, BEA will replace the
assumption that persons do not purchase computers. Information to be
released from the Bureau of Labor Statistics 1984 Consumer Expendi-
tures Survey will provide the basis for estimating the total value of these
purchases. The resulting revision will reduce business purchases of com-
puters and PDE. Second, for the valuation adjustment for own-use equip-
ment, BEA will revise the estimated percentage of shipments accounted
for by own-use computers primarily on the basis of information from the
1982 Census of Business. This revision will increase business purchases
of computers and PDE. It appears that the combined effect of the revi-
sions to these two elements will reduce business purchases of computers
and PDE; for 1984, the reduction is likely to be as much as $1% billion.

Further, the annual revision will reflect the incorporation in personal
consumption expenditures (PCE) of the estimates of computers purchased
by persons based on the 1984 Consumers Expenditures Survey. In order
to incorporate this estimate, an as yet unknown amount of computers
that have been included in PCE since 1980 through the use of retail store
sales as an extrapolator must be removed.



By THOMAS M. HOLLOWAY

The Cyclically Adjusted Federal Budget and Federal Debt:
Revised and Updated Estimates

THE cyclically adjusted budget is an
estimate of what the Federal budget
would be after removing the automat-
ic responses of receipts and expendi-
tures to economic fluctuations. The
uses of the cyclically adjusted budget
and the methods to measure it have
been discussed in several earlier BEA
publications.!

This article presents revised and
updated estimates of the cyclically ad-
justed budget, cyclically adjusted
debt, and trend GNP. The revisions
are primarily due to the comprehen-
sive revisions of the national income
and product accounts (NIPA’s) that
became available in December 1985.
The first section focuses on how the
NIPA revisions affect the estimates.
The second section presents revised
and updated estimates of the cyclical-
ly adjusted budget and debt, based on
middle-expansion trend GNP. The
final section presents revised and up-
dated estimates of a variant of the cy-
clically adjusted budget, based on 6-
percent unemployment rate trend
GNP.

Effects of the NIPA revisions

The NIPA revisions affect the esti-
mates of the cyclically adjusted
budget in three important ways. First,
because cyclically adjusted receipts
and expenditures are derived by sub-
tracting estimates of the automatic
cyclical responses from actual receipts

Norte.— Frank de Leeuw collaborated on the
conceptual work underlying the revised and up-

dated estimates. Jane S. Reeb and Ivy D..

Dunson assisted in preparing the estimates.

1. See Frank de Leeuw and Thomas M. Holloway,
“Cyclical Adjustment of the Federal Budget and Fed-
eral Debt,” SURVEY oF CURRENT BusINEss 63 (Decem-
ber 1983); 25-40 and Thomas M. Holloway, Cyclical
Adjustment of the Federal Budget and Federal Debt:
Detailed Methodology and Estimates, Bureau of Eco-
nomic Analysis staff paper no. 40 (Washington, DC:
U.S. Government Printing Office, 1984).

and expenditures, revisions in the
actual measures result in a dollar-for-
dollar change in the corresponding cy-
clically  adjusted measures, ceteris
paribus.2 The same methodological
approach applies to the income com-
ponents—wages and salaries, corpo-
rate profits, etc.—used to estimate cy-
clically adjusted tax bases. Because of
the way the cyclically adjusted tax
bases are used in the model, the net
effect on cyclically adjusted receipts
of revisions in the actual income com-
ponents is much smaller than the
effect of revisions in actual receipts.
The second way the NIPA revisions
affect the estimates is through trend
GNP. Trend GNP—the reference path
from which cyclical fluctuations are
measured—depends on actual con-
stant-dollar GNP. In the case of
middle-expansion trend GNP, geomet-
ric means of actual GNP for each
middle expansion are connected to
form the series. In the case of 6-per-
cent unemployment rate trend GNP,
regression results based on actual
GNP are used to construct the series.
In both cases, NIPA revisions affect
the trends, the gaps between actual
and trend GNP, and the cyclical ad-
justment corresponding to the gaps.
The third way the NIPA revisions
affect the estimates is through reesti-
mated regression equations. The most
important regression equations in-
clude those used to estimate cyclically
adjusted income components, cyclical
tax elasticities, and the cyclical ad-
justment of net interest paid. In most
cases, the specifications of the regres-
sion equations were not changed;
however, partly as a result of the
NIPA revisions, some of the equations

2. The methodological approach is referred to as the
“gross-up method.” It is described in detail in Frank
de Leeuw, Thomas M. Holloway, Darwin G. Johnson,
David S. McClain, and Charles A. Waite, “The High-
Employment Budget: New Estimates, 1955-80,”
Survey 60 (November 1980): 15-16, 18-19.

Table 1.—Revisions in Estimates of the
Cyclically Adjusted Surplus or Deficit
Based on Middle-Expansion Trend GNP,

Selected Quarters

[Billions of dollars; seasonally adjusted annual rates]

Previous- Source of
Revised v revision
Year and surplus | published | Revi- Reesti
quarter or deficit | surplus ston Data eets (11
(-) or deficit revi- ?;u;—
(=) sions tions
1968: I............ —~20.1 —~22 —-22 0
—249 -22| -23 1
1970: I ......... —~118( -—24 -20 -4
. —-114 —2.5 —-18 -1
1977: 1 -30.5 2.1 14 K
. —40.6 3.6 2.9 K
1982: II........... . —60.5] —24 —-15 —.9
II..... X —1029 74 8.8 ~14
V... . —141.2 10.0 114 —-14
1983: I....ccccen —120.7 —116.2 —45| -34 -11

were respecified to improve their per-
formance. An example of a respecified
equation is the one used to estimate
the cyclical adjustment of net interest
paid.

Chart 4 shows the revised and pre-
viously published estimates of the cy-
clically adjusted surplus or deficit as
percentages of middle-expansion
trend GNP. The chart illustrates that
there is little difference between the
two series in most quarters. Table 1
shows the sources of the revisions in
selected quarters when there is a no-
ticeable difference in chart 4. In the
table, “data revisions” reflect the first
two ways the NIPA revisions affect
the cyclically adjusted surplus or defi-
cit; ‘‘reestimated equations” reflect
the third way. In all quarters, data
revisions are the major source of revi-
sion. The effects of reestimated equa-
tions are sometimes more important
for specific categories .of receipts and
expenditures than is suggested by the
net effect on the surplus or deficit.?

3. An example occurs in the second quarter of 1982.
Reestimated equations caused decreases in cyclically
adjusted receipts and expenditures of about $2.5 bil-
lion and $1.6 billion, respectively. The net effect on
the deficit was a $0.9 billion increase.

11
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Cyclically Adjusted Surplus or Deficit, Percent of Trend GNP

Percent
oF

1955 57 59 61 63

NOTE.—Cyclical adjustment based on middle-expansion trend GNP.

U.S. Department of Commerce, Bureau of Economic Analysis

Revised estimates based on
middle-expansion trend GNP

Table 2 shows revised estimates of
middle-expansion trend GNP and the
companion middle-expansion trend
unemployment rate. The growth rates
in middle-expansion trend GNP are
lower than those previously published
because the revised growth rates in
actual constant-dollar GNP ‘are
lower.* The table also shows the un-
employment rate gap and the GNP
gap. These gaps play a key role in de-
termining the size and sign of the cy-
clical adjustment to the actual
budget. A positive GNP gap is associ-
ated with a positive adjustment to
actual receipts in estimating cyclical-
ly adjusted receipts; a positive unem-
ployment rate gap is associated with a
positive adjustment to actual expendi-
tures in estimating cyclically adjusted
expenditures.

The cyclically adjusted budget
based on these trends and gaps is
shown in table 3. The table shows re-
ceipts, expenditures, and the surplus
or deficit in billions of dollars and as
percentages of trend GNP. The table
also decomposes changes in the cycli-
cally adjusted budget into those re-
sulting from the automatic effects of
inflation and those resulting from dis-
cretionary policy changes and other

4. The middle-expansion trend GNP growth rates by
period were revised for 1956-62 from 3.5 to 3.4 per-
cent, for 1962-72 from 4.0 to 3.8 percent, for 1972-77
from 2.9 to 2.6 percent, for 1977-81 from 2.7 to 2.5 per-
cent, and for 1981~85 from 2.5 to 2.1 percent.

65 67 69 71 73 75

factors. The revised estimates confirm
several points that had been apparent
in the previously published estimates:

¢ Starting in the fourth quarter of
1982, the deficit-to-GNP ratio
matched or exceeded the ratio in all
previous quarters except for the
second quarter of 1975.5

¢ The rise in the deficit-to-GNP
ratio in recent years has been the
result of a decline in the receipts-to-
GNP ratio in combination with an in-
crease in the expenditures-to-GNP
ratio.

* The automatic inflation effects
tend to move the budget toward sur-
plus. With the deceleration of infla-
tion, the magnitude of these effects
declined in recent years from those in
the late 1970’s and early 1980’s.

The rise in the cyclically adjusted
deficit-to-GNP ratio contributed to a
rise in the cyclically adjusted debt-to-
GNP ratio. In earlier articles, it was
suggested that the debt-to-GNP ratio
has important effects on macroeco-
nomic developments.® Specifically, an
increase in the cyclically adjusted
debt-to-GNP ratio is associated with
an increase in interest rates and a de-
cline in the capital-output ratio.

5. In the second quarter of 1975, the Tax Reduction
Act of 1975 caused a sharp one-quarter decline in re.
ceipts and resulted in the increase in the deficit.

6. See de Leeuw and Holloway, “Cyclical Adjust-
ment of the Federal Budget and Federal Debt,” pp.
37-40. Also see Frank de Leeuw and Thomas M.
Holloway, “The Measurement and Significance of the
Cyclically Adjusted Federal Budget and Debt,” Jour-
nal of Money, Credit, and Banking 17 (May 1985); 232--
42,

March 1986

CHART 4

Percent
2

-2
-3
-4
-5

L _ . " il -6
77 79 81 83 85

86-3-4

Changes in the cyclically adjusted
debt-to-GNP ratio are related to cycli-
cally adjusted receipts and expendi-
tures in the following way:?

A(2)=E - L AL, 2Z 29

Y Y Y Y Y Y

where:
D = cyclically adjusted Federal debt held
by the public at the end of the
period;

= middle-expansion trend GNP in cur-
rent dollars;

cyclically adjusted expenditures;

cyclically adjusted receipts;

Federal direct loans at the end of
the period;

= other debt-deficit discrepancy items
equal to the change in debt minus
the deficit minus the change in
loans (AD — (B — T) — AL)3

the growth rate of Y, which is AY/

Y.,

N R o=
[

7. Using the definitions in the text following equa-
tion (1) and letting the numerical subscripts represent
time lags, the debt-to-GNP ratio can be factored as fol-
lows:

aAfDN_ DY~ __D.Y_
( Y ) YY. Y.
_ (D-: + AD) Y-y — D, (Y-, + AY)
YY—I
_ _AD ¢ D, AY
oy y/ v,

From the definitions of the variables, AD = E — T +
AL + Z; substituting for AD gives:
E T . AL + _Z (D, e
Y Y Y Y Y
the equ#tion shown in the text.

8. The other discrepancy items include net pur-
chases of land, timing differences between NIPA and
unified budget receipts, and changes in U.S. Treasury
operating cash. A complete list of the items is shown
in table 10 of de Leeuw and Holloway, “Cyclical Ad-
justment of the Federal Budget and Federal Debt,” p.
39.
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for 1956-85. An addendum to the
table presents the debt-to-GNP ratio.
Chart 5 shows quarterly estimates of
‘the cyclically adjusted receipts- and
expenditures-to-GNP ratios, and the

SURVEY OF CURRENT BUSINESS

debt-to-GNP ratio. Table 5 shows
quarterly estimates of actual debt, cy-
clically adjusted debt, and the cycli-
cally adjusted debt-to-GNP ratio. The
revised estimates confirm several

March 1986

points that had been apparent in the
previously published estimates:

¢ The debt-to-GNP ratio declined
during most quarters from 1955-74,
was relatively flat from 1974-82, then

Table 3.—Cyclically Adjusted Federal Receipts and Expenditures

[Billions of dollars; quarters at seasonally adjusted annual rates)

Receipts Expenditures Surplus or deficit (—)
Change from preceding period Change from preceding period Change from preceding period
Year and Percent- Due to Percent- Due to Percent- Due to
Due to f Due to f Due to f
quarter age of discre- age of discre- age of discre-
Level trend automat- | ¢onary Level trend automat- | ionary Level trend automat- | i ary
Total ic ¥ Total ic s Total ic .
GNP : : policy GNP . . policy GNP s . polic;

inflation and other inflation and other inflation and other

effects factors effects factors effects factors

7.9 17.9 68.4 171 3.3 8
78.3 18.3 6.6 2.8 33 72.5 17.0 41 0 41 58 14 2.5 2.8 -3
83.0 18.3 4.7 3.0 11 80.4 17.8 79 0 7.9 2.7 6 -31 29 —6.0
83.5 171 5 13 -8 88.3 18.7 7.9 0 7.9 —48 -10 -7.5 1.2 —86
90.7 183 72 2.2 5.0 91.5 184 32 (1] 3.2 -8 -2 4.0 2.2 17
98.6 189 79 9 7.0 93.8 18.0 2.3 0 2.3 48 9 5.6 9 4.6
101.8 18.7 3.2 6 2.6 102.0 18.8 8.2 0 8.1 -1 0 -49 6 -55
1074 18.7 5.6 2.3 3.3 111.5 19.4 9.5 0 9.6 —-41 -7 —4.0 2.3 —6.3
115.1 19.0 77 1.6 6.1 115.4 19.1 39 0 3.8 -3 0 3.8 1.6 2.2
113.4 17.8 -17 1.8 —35 120.0 18.8 4.6 1 45 —6.6 -1.0 —6.3 17 —8.0
119.6 17.6 6.2 3.6 2.6 126.5 18.6 6.5 0 6.4 —6.9 -10 -3 3.5 -38
133.0 18.2 134 5.2 8.3 1474 20.2 20.9 3 20.7 —~14.4 —-2.0 ~T7.5 49 —12.4
1435 18.4 10.5 3.8 6.7 168.0 21.6 20.6 6 20.0 —24.6 —-32 -10.2 3.2 —134
165.6 19.5 22.1 9.0 13.2 185.8 21.9 17.8 N 17.1 —20.2 —24 44 83 -39
190.6 20.5 25.0 10.5 145 194.6 20.9 8.8 11 19 —4.0 —4 16.2 9.5 6.8
197.5 19.4 6.9 11.7 —4.9 208.3 20.5 18.7 14 12.3 -10.9 —~11 —-6.9 10.2 ~17.1
207.5 18.6 10.0 11.8 —-1.8 2243 20.1 16.0 40 12.0 -16.8 —-15 —5.9 78 ~13.8
233.5 19.3 26.0 9.4 16.6 249.0 20.6 24.7 4.9 19.8 -15.6 -13 1.2 44 -32
256.6 193 23.1 18.2 49 270.1 204 211 3.9 17.2 -13.5 -1.0 2.1 144 —123
297.2 20.0 40.6 2756 13.1 306.2 20.6 36.1 75 28.6 —-91 -6 44 20.0 —15.6
314.2 18.8 17.0 33.8 —-16.7 3581 215 52.5 11.2 41.2 —444 -2 —35.3 22.5 —579
352.4 19.3 38.2 21.1 17.1 390.3 21.4 31.6 12.8 18.8 -37.9 —-21 6.5 82 -17
386.7 194 343 27.0 7.3 429.4 215 39.1 131 26.1 —42.7 -21 —48 13.9 —187
427.8 19.5 411 33.6 75 473.1 21.6 43.7 154 28.3 —45.3 -21 —-2.6 183 —20.8
488.6 20.0 60.8 47.0 13.8 524.9 215 51.8 20.6 31.2 —36.3 -15 9.0 26.5 -176
555.1 20.3 66.5 53.1 134 615.6 225 90.7 294 61.3 —60.5 —-22 —~24.2 237 —479
646.4 21.1 91.3 62.7 28.6 702.1 22.9 86.5 37.1 494 -55.6 -18 49 258 -20.9
682.7 20.5 36.3 43.9 -7.6 7715 23.1 694 3L.9 37.6 —889 =21 —333 12.0 —453
699.9 19.8 17.2 22.2 -5.0 829.4 23.5 579 16.8 41.1 —129.5 -3.7 —40.6 5.6 —46.2
725.8 19.3 25.9 28.6 —2.8 897.1 23.9 67.7 188 49.0 —-1713 —4.6 —418 9.9 —51.8
781.9 19.7 56.1 21.1 35.0 984.6 24.8 87.5 21.8 65.7 —202.7 -51 —314 -9 —-30.7
69.4 177 67.9 174 14 4

70.9 17.8 15 1.0 5 66.9 16.8 -10 0 -1.0 4.0 1.0 2.6 1.0 1.6
72.4 179 1.5 4 1.1 69.3 17.1 2.4 0 24 3.1 8 -9 4 ~-1.3
4.2 18.1 18 -1 1.9 69.4 17.0 1 0 1 48 1.2 17 —.1 1.8
75.8 18.2 1.6 1.1 5 70.0 16.8 6 0 6 5.8 14 1.0 11 —.1
77.9 184 2.1 NG 14 72.2 17.1 2.2 0 22 5.6 13 -2 N4 -9
8.6 18.2 N4 1.0 -3 72.9 16.9 NE 0 N 5.7 13 1 1.0 -9
80.8 18.5 22 11 11 74.8 171 19 0 1.9 6.0 14 3 11 -8
82.8 18.6 20 1.0 1.0 79.0 17.8 42 0 42 3.8 9 2.2 1.0 -32
1 83.2 185 4 -1 5 80.5 179 15 0 15 2.7 6 -11 -2 -9
Il 83.2 18.2 0 1.1 -11 80.6 179 1 0 1 2.6 6 —.1 10 -11
v 82.9 18.0 -3 1 -4 81.3 11 T 0 Ni 16 3 -190 1 -11
1958: 1 82.5 177 -4 4 -8 83.1 178 18 0 18 -6 -1 —-22 4 —286
I 824 17.5 -1 1 -2 86.8 18.5 3.7 0 3.7 —4.4 -9 -3.8 1 -39
m 83.9 171 15 [ 15 90.5 19.1 37 0 3.7 —6.6 —-14 —2.2 0 —22
v 85.3 178 14 7 A 92.7 193 22 0 2.2 —74 —15 -8 N —15
1959: 1 89.0 182 3.7 12 2.5 90.7 18.6 —-2.0 0 -~2.0 =17 -3 5.7 1.2 4.5
I 913 18.5 2.3 5 1.8 90.7 184 0 0 0 6 Bl 23 5 18
I 90.9 18.2 —.4 4 —.8 92.3 18.5 1.6 0 1.6 —-13 -3 —-19 4 —-23
v 91.6 18.2 N -5 12 924 183 1 0 1 -9 -2 4 -5 9
1960: I 97.9 19.1 6.3 12 5.1 91.2 17.8 -1.2 0 -12 6.7 13 7.6 1.2 6.4
II 98.1 18.9 2 -3 5 93.3 18.0 21 0 2.1 49 9 -18 -3 -15
m 98.5 18.8 4 1 3 94.9 18.1 1.6 0 1.6 3.5 N —-14 1 —-15
v 99.8 189 13 -2 1.5 95.9 18.1 1.0 0 1.0 3.9 T 4 -2 6
1961: 1 99.5 187 -3 -3 0 98.7 185 2.8 0 2.8 8 2 =31 -3 —-28
11 101.2 187 1.7 1.0 N 101.6 18.8 2.9 0 29 -3 -1 -11 1.0 —-21
m 102.6 189 14 9 kil 102.7 18.7 11 0 11 -1 0 2 9 -7
v 103.9 18.8 1.3 -5 1.8 104.8 189 2.1 0 21 —.9 -2 —81 . -5 -3
104.4 185 5 13 —.8 109.8 195 5.0 0 5.0 -55 —-1.0 —4.6 4.3 —59
105.9 18.6 15 3 1.2 110.3 19.3 5 0 b —44 —.8 11 3 8
108.2 18.8 2.3 2.1 22 111.8 194 15 0 15 -3 -6 N 1 6
111.2 18.9 3.0 1.5 15 1141 19.4 2.3 0 23 -29 -5 8 1.5 -1
1134 19.1 22 3 19 114.6 193 5 0 5 -12 -2 19 3 14
1153 19.2 1.9 -5 24 113.3 18.9 —-13 0 -13 1.9 3 3.1 -5 3.6
1150 189 -3 4 -1 1154 19.0 2.1 0 2.1 —4 -1 —-23 4 -2.7
116.8 189 18 11 N 1182 19.2 2.8 1 2.7 -15 -2 -11 1.0 -~2.1
113.5 18.2 —-33 3 —3.6 119.8 19.2 1.6 0 1.6 -6.3 -1.0 —48 3 ~5.1
110.5 17.5 —3.0 2 —3.2 120.5 19.0 N 0 N -10.0 -16 -3 2 -39
113.5 179 3.0 8 2.2 119.7 18.6 -8 0 -8 —6.1 -9 3.9 8 3.1
1161 179 2.6 2 24 120.0 13.5 3 0 3 —4.0 -6 21 2 19
119.8 18.0 31 20 17 1204 18.1 4 0 A —.6 -1 34 1.9 1.5
120.5 17.9 7 2 5 1229 183 2.5 0 2.5 -24 —4 —-18 2 —-20
118.2 173 —23 1.2 —-35 1289 18.8 6.0 0 6.0 —10.7 —1.6 —8.3 1.2 —-95
119.8 172 1.6 8 8 133.7 19.2 4.8 1 4.7 —139 —-20 -32 8 —4.0
126.9 17.9 7.1 1.8 5.3 139.4 19.6 5.1 1 5.6 -12.5 -18 14 17 -3
132.6 183 5.7 14 43 143.6 199 4.2 0 4.2 -110 —-15 1.5 13 2
134.8 18.3 2.2 1.2 1.0 150.8 20.5 7.2 1 7.1 —15.9 -22 —4.9 11 ~6.0
137.8 183 3.0 19 11 155.9 207 51 2 49 —18.1 —24 —-22 1.8 —4.0

? Preliminary.
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increased every quarter starting with
the third quarter of 1982,

¢ The debt-to-GNP ratio declined or
remained flat during many quarters
when the cyclically adjusted budget

SURVEY OF CURRENT BUSINESS

was in deficit (i.e., when the expendi-
tures line is above the receipts line in
chart 5).

* Given conditions at 1985 levels, a
cyclically adjusted deficit-to-GNP

15

ratio of about 1.2 percent would halt
the increase in the cyclically adjusted
debt-to-GNP ratio. At 1985 levels, that
implies about a $48 billion cyclically
adjusted deficit.

Table 3.—Cyclically Adjusted Federal Receipts and Expenditures—Continued

[Billions of dollars; quarters at seasonally adjusted annual rates]

Receipts Expenditures Surplus or deficit (—)
Change from preceding period Change from preceding period Change from preceding period
Year and Percent- Due to Percent- Due to Percent- Due to
Due to f Due to : Due to A
quarter age of discre- age of discre- age of _ discre-
Level trend automat- tionary Level trend automat- tionary Level trend automat tionary
GNP Total ic lic GNP Total ic lic GNP Total ic Lic

inflation an%o ot}}; er inflation an%o ;t er inflation an%o other

effects factors effects factors effects factors
139.8 18.3 2.0 K 14 164.0 215 8.1 2 7.9 —24.2 —32 —6.1 4 —6.5
141.2 18.3 14 -1 2.1 165.1 21.4 11 1 1.0 —23.9 —31 3 -9 1.2
143.9 184 2.7 15 12 169.5 21.6 44 .1 43 —257 —-33 -18 14 -32
148.9 18.6 5.0 23 2.7 173.3 219 3.8 1 3.7 —244 —-3.1 13 21 -8
1968: 1.. 155.8 189 6.9 39 3.0 178.1 21.6 48 2 4.6 —22.3 —29 21 3.7 -1.6
159.0 189 3.2 1.6 1.6 186.1 22.2 8.0 3 79 271 -32 —4.8 14 -6.2
169.9 19.8 10.9 14 9.5 188.0 22.0 19 2 1.7 —182 —21 89 13 7.6
177.6 20.2 11 3.4 4.3 190.9 21.7 2.9 2 27 —133 —-1.5 49 3.2 1.7
1969: 1. 186.1 20.7 85 2.6 59 190.1 21.2 -8 3 -11 —4.0 —4 9.3 23 7.0
191.1 20.8 5.0 25 2.5 193.1 21.0 3.0 4 2.6 —-20 -2 2.0 2.1 -1
190.2 20.2 -9 35 —44 195.8 20.8 2.1 2 2.5 —5.6 .6 —-36 3.3 —-69
195.0 20.3 48 26 22 199.2 20.7 34 2 3.2 —4.2 —4 14 2.3 -9
1970: 1., 194.9 19.8 -1 4.0 —4.1 198.2 20.1 -1.0 5 —1.5 -3.3 -3 9 3.6 -2.7
199.5 19.9 4.6 33 13 2115 20.9 133 3 13.0 —-12.0 —-12 —81 2.9 —11.6
195.5 19.0 —4.0 N —4.7 209.7 20.4 ~18 6 —-24 —142 14 —22 1 —2.3
199.9 19.1 44 2.2 2.2 213.8 20.4 41 3 3.8 -139 -13 3 2.0 —17
"1971: 200.4 18.6 5 41 -36 216.8 20.1 3.0 2.6 4 -16.4 —-15 —-25 15 —-4.0
2054 18.6 5.0 44 6 2244 20.3 7.6 4 7.2 —19.0 -1.7 —26 4.0 —66
208.0 184 2.6 19 N 225.9 20.0 15 6 9 -17.9 -16 11 12 —.1
216.0 187 8.0 26 54 230.0 199 41 9 32 —13.9 —-12 4.0 1.8 2.2
1972: 1.. 2325 19.7 16.5 2.3 142 240.1 20.4 10.1 2.7 T4 -9 -1 6.2 -5 6.7
230.8 193 17 8 —-2.5 249.3 20.8 92 4 8.8 —18.6 -16 —10.9 3 -112
233.4 19.1 2.6 3.3 -7 242.5 19.8 —6.8 5 -73 -9.1 -1 9.5 29 6.6
237.2 19.0 3.8 3.5 3 264.0 212 21.5 24 19.1 —26.8 —22 —-117 11 —-18.8
1973: 1.. 248.1 19.5 10.9 4.0 6.9 266.0 20.9 2.0 2 18 -18.0 —-14 8.8 3.8 5.0
252.5 19.3 44 6.4 -2.0 269.4 20.6 34 3 3.1 —169 -13 11 6.1 -5.0
258.6 19.3 6.1 6.1 0 267.9 19.9 —-15 1.2 -29 -93 -1 7.6 49 217
267.2 19.3 8.6 74 1.2 276.9 20.0 3.0 27 6.3 -9.7 -1 -4 4.7 —51
1974: 1... 278.5 199 11.3 32 8.1 286.8 20.3 9.9 21 78 —8.3 —.6 14 1.1 3
289.5 20.0 11.0 6.6 44 302.9 20.9 16.1 1.1 15.0 —-134 -9 —5.1 55 -10.6
309.1 20.5 19.6 133 6.3 3125 20.7 9.6 19 7.7 ~34 -2 10.0 115 -15
311.5 20.0 24 9.9 ~17.5 322.7 207 10.2 39 6.3 —11.2 -1 -1.8 6.0 —138
1975: 1... 316.6 19.7 5.1 8.7 —3.6 336.1 20.9 134 1.7 117 —19.4 ~1.2 —82 70 —15.2
281.3 17.1 —35.3 5.1 —40.4 355.1 21.6 19.0 13 177 --73.9 —45 —54.5 38 —583
326.2 19.3 449 75 374 366.5 21.7 114 7.3 4.1 —40.3 —-24 33.6 1 335
332.8 19.2 6.6 7.1 -5 376.9 217 104 3.0 74 —44.1 —-2.5 —38 4.0 178
1976: 1.. 340.3 193 7.5 3.0 4.5 378.5 214 16 1.7 -1 —38.2 —22 59 1.4 4.5
348.8 19.4 8.5 4.2 43 382.0 21.2 3.5 15 2.0 —33.2 -1.8 5.0 29 2.3
3574 194 8.6 56 3.0 395.7 21.5 13.7 6.0 7.7 —383 —-21 —5.1 -5 —4.6
363.1 193 5.7 7.2 —-15 405.0 21.5 9.3 31 6.2 —41.9 —-22 —36 4.1 -9
1971: 1.. 380.2 19.7 17.1 7.1 10.0 408.6 212 3.6 1.3 23 —284 —-15 13.5 58 71
383.6 194 34 9.0 —5.6 420.7 21.3 121 2.0 10.1 —37.0 -1.9 —-86 7.0 —15.6
383.8 19.1 2 4.0 —-3.8 4384 21.8 179 6.7 11.0 —54.6 -2 —-17.6 =21 —14.9
399.2 194 154 7.6 7.8 450.0 21.8 11.6 48 6.8 —50.8 —2.5 38 2.8 1.0
1978: 1.. 406.3 19.3 7.1 6.6 5 456.8 21.7 6.8 1.6 5.2 —50.5 —24 3 5.0 —4.7
420.4 194 14.1 12 1.2 462.9 21.3 6.1 14 47 —424 —2.0 8.1 11.5 —34
435.0 19.6 14.6 9.3 53 478.6 21.5 159 8.0 7.7 -435 —2.0 —-11 15 —2.6
449.5 19.7 14.5 108 3.7 494.1 217 155 52 10.3 —44.6 —-20 -1.1 5.6 —6.7
1979: 1.. 468.9 20.0 194 12.9 6.5 500.6 21.3 6.5 2.3 4.2 —31.7 —14 12.9 10.6 2.3
483.1 20.0 142 12.7 1.5 508.7 21.1 8.1 2.5 5.6 —25.6 —11 6.1 10.2 —4.1
493.0 19.9 9.9 114 —-15 534.8 21.6 26.1 12.8 13.3 —41.8 —1.7 —16.2 ~14 —14.8
509.4 20.0 164 11.5 49 555.4 21.8 20.6 6.9 137 -46.0 —-18 —4.2 46 —88
1980: 1.. 524.4 20.1 15.0 12,5 2.5 580.6 222 252 2.8 224 —56.3 —2.2 -103 9.9 -20.0
539.5 20.1 15.1 144 N4 599.4 22.3 188 31 1517 —59.8 —-22 -35 113 —14.8
564.5 20.4 25.0 144 10.6 628.4 22.7 29.0 19.0 10.0 —63.9 —23 —4.1 —4.6 5
591.9 20.7 274 20.4 7.0 653.9 22.8 255 104 15.1 —61.9 —22 2.0 10.1 —81
1981: 1.. 625.8 21.2 33.9 18.0 159 675.2 22.8 21.3 4.3 17.0 —49.4 —-1.7 125 13.8 -13
640.7 21.2 149 93 56 684.5 22.6 9.3 3.9 54 —43.8 —14 5.6 54 2
657.8 21.2 17.1 16.2 9 T14.5 23.0 30.0 18.9 111 —56.6 —-18 —-12.8 -2 —10.1
661.4 20.8 3.6 142 —10.6 734.1 231 19.6 9.5 10.1 -727 —23 —16.1 4.7 —20.8
1982: 1. 674.0 20.7 12.6 104 22 739.7 22.8 5.6 3.3 2.3 —65.8 20 6.9 71 -2
682.5 20.6 85 7.8 T 745.5 22.5 5.8 3.8 2.0 —62.9 -19 2.9 4.0 -11
683.1 20.3 6 10.5 —-99 718.6 23.1 33.1 135 19.6 —95.5 —2.8 —32.6 —-29 —29.7
691.1 20.2 8.0 51 2.9 822.3 24.0 43.7 5.8 379 -131.2 -38 —35.7 -6 —-35.1
1983: 1. 692.1 20.0 1.0 29 -19 812.8 23.5 —-95 1.9 —-11.4 —1207 —-35 10.5 1.0 9.5
7102 20.3 18.1 45 13.6 825.7 23.5 129 19 11.0 —11556 -33 52 2.6 2.6
699.0 197 —-11.2 59 -16.9 8324 234 6.7 19 4.8 —1334 —-3.8 —-17.9 3.8 217
698.4 193 —.6 8.2 —-88 846.7 23.4 14.3 1.7 126 -148.3 —41 —14.9 6.6 —215
1984: 716.5 19.5 181 9.2 89 865.7 23.5 19.0 122 6.8 —149.2 —41 -9 —-30 2.1
720.4 19.3 3.9 59 —-2.0 884.3 23.7 18.6 2.8 15.8 —163.9 —44 —147 3.1 -17.8
724.5 191 41 6.3 —2.2 904.0 23.9 19.7 23 174 —-179.5 —41 —15.6 4.0 —-19.6
741.8 193 17.3 6.9 104 934.5 243 30.5 2.4 28.1 —192.6 -50 —131 4.5 —17.6
7847 20.2 429 3.9 39.2 951.7 24.5 172 13.9 3.3 —167.0 —4.3 25.6 —-10.2 35.8
7524 19.1 —323 53 —-37.6 963.3 24.4 11.6 2.5 9.1 -2109 —53 —439 2.7 —46.6
785.8 19.7 334 44 29.0 991.9 24.8 28.6 25 26.1 —206.1 —5.2 4.8 20 2.8
804.7 19.9 18.9 56 133 1,031.5 25.5 39.6 44 35.2 —226.7 —56 —20.6 1.2 -21.8

2 Preliminary.
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Table 4.—Relationship of Cyclically Adjusted Receipts and Expenditures to Changes in the Ratio
of Debt Held by the Public at Par Value to Trend GNP: Percentage of Trend GNP !

. Plus: other . Minus: Equals: 3
Y Expendi- Minus: hP'{u:. in debt-deficit cllfg: aelsi'n trend GNP change in &%‘éig_%lﬁnp
ear tures receipts d(i:teactgl oans dis{i;ep;arzlcy debt g;:%vtv:‘}': debt;:gigNP ratio
item:
17.0 18.3 0.3 0.3, —-0.7 3.6 —-4.3 53.6
17.8 18.3 3 0 —4 3.0 -84 50.2
18.7 179 q -14 3 2.2 -19 483
18.4 183 N 3 1.2 23 -11 472
18.0 189 2 2 -5 2.2 —28 444
18.8 1879 6 0 6 19 -12 432
19.4 18.7 5 -2 1.0 2.3 -~1.3 41.9
19.1 19.0 3 3 6 21 -1.5 404
18.8 17.8 3 2 15 2.1 -5 39.9
18.6 176 3 3 1.6 25 -9 39.0
20.2 18.2 4 -1 2.3 2.1 -4 38.6
21.6 184 1.3 -8 3.7 2.4 1.3 39.9
219 19.5 -1 -2 2.1 3.3 -13 38.6
20.9 20.5 -5 12 1.0 3.3 -23 36.3
20.5 194 5 —.6 1.0 3.2 -21 342
20.1 18.6 2 1 17 3.0 -13 32.9
20.6 19.3 2 -3 1.2 2.6 —14 31.5
20.4 19.3 1 1 1.2 2.7 —-15 30.0
20.6 20.0 6 -5 N 3.2 ~25 215
21.5 18.8 8 1 3.6 31 5 28.0
214 19.3 6 2 29 2.3 N 28.7
21.5 19.4 6 -1 2.1 2.5 1 28.8
21.6 195 9 1 3.2 2.6 6 29.4
215 20.0 8 0 2.3 3.0 -7 287
22.5 20.3 8 -2 2.9 3.0 -2 285
22.9 21.1 K 1 2.6 31 -5 28.0
23.1 20.5 q -3 3.1 2.3 8 28.8
235 19.8 3 -2 3.8 1.6 23 311
23.9 19.3 3 4 5.2 19 3.3 344
24.8 19.7 K 0 5.7 18 39 38.3
? Preliminary.

1. Federal debt held by the public includes holdings by the Federal Reserve.

2. Includes such items as net purchases of land, timing differences between NIPA and unified budget recﬁipts,_and changes in
U.S. Treasury operating cash. A complete. list of the items is shown in table 10 of de Leeuw and Holloway, “Cyclical Adjustment

of the Federal Budget and Federal Debt,” p. 39.
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Revised estimates based on 6-percent
unemployment rate trend GNP

A variant of the cyclically adjusted
budget is based on a trend GNP series
associated with a constant 6-percent
unemployment rate. Table 6 shows,
for 1970-85, estimates of the 6-percent
unemployment rate variant and the
underlying measures of 6-percent un-
employment rate trend GNP.? Com-
pared with the revised and updated
estimates of the cyclically adjusted
budget based on middle-expansion
trend GNP, the deficit-to-GNP ratio of
the 6-percent unemployment variant
was higher in the early 1970’s, about
the same in 1974-75, then lower in all
subsequent years. The difference has
been about 0.9 percentage point in
recent years. The pattern of the dif-
ferences followed the pattern of the
differences between the middle-expan-
sion trend unemployment rate and 6.0
percent.

9. The growth rate in constant-dollar 6-percent un-
employment rate trend GNP is derived with regres-
sion estimates and is 3.4 percent for 1970-74, 3.0 per-

_cent for 1974~81, and 2.1 percent for 1981-85,

Table 5.—Actual and Cyclically Adjusted Federal Debt Held by the Public at Par Value !
[Billions of dollars, seasonally adjusted]

Cyclically adjusted debt Cyclically adjusted debt Cyclically adjusted debt
based on mi%dg-NP b on mid e P b on mi%dgNP
expansion tren expansion trent expansion tren:
End of year and | 5 ctual debt End of year and | 5 ctual debt ~y| Endofyearand facea dent
q Percentage q Percentage q Percentage
Level of trend Level of tren Level of tren
GNP GNP GNP
228.0 228.1 58.3 264.4 268.6 37.8 1977: 527.6 533.0 211
2294 229.7 57.6 267.2 2744 38.0 537.2 541.4 274
280.1 230.8 571 267.0 2174 377 554.7 559.5 27.8
231.0 232.1 56.7 268.1 281.6 37.5 570.5 575.3 27.9
1956: 1. 230.0 231.3 55.5 269.4 285.7 375 1978: 586.8 592.3 282
2279 229.3 54.2 271.0 290.0 377 601.7 611.5 282
2274 228.7 53.1 281.8 303.8 38.8 614.2 628.8 28.3
2216 229.0 52.3 285.7 310.5 38.8 623.8 644.5 283
1957: 229.0 230.6 51.8 289.5 317.5 38.6 1979 1. 629.6 655.8 27.9
225.9 227.6 50.7 295.3 327.0 39.0 638.8 669.9 279
2216 229.3 50.3 2814 317.0 37.0 648.1 684.6 216
226.3 221.3 494 289.0 328.0 374 660.8 701.6 27.6
1958: 2271 226.4 48.6 288.9 331.8 37.0 1980: 1. 674.9 720.4 27.6
230.6 228.0 485 284.2 330.4 36.0 695.2 739.5 215
2294 225.5 47.5 285.6 334.9 35.6 718.8 760.3 27.5
233.0 228.5 475 286.3 337.7 35.1 739.6 179.6 272
1959: 235.0 230.2 47.2 288.0 339.9 344 1981: 1..... 770.2 810.7 27.4
2313 2327 471 289.6 341.2 33.8 783.9 823.0 27.2
238.6 233.9 46.8 294.1 345.5 33.6 798.2 835.9 26.9
239.1 2343 46.5 298.0 347.8 33.2 826.6 858.4 270
1960: I.... 238.6 234.0 456 299.2 3485 324 1982: 1. 854.2 815.2 26.9
237.9 233.1 45.0 308.9 357.0 32.3 880.2 888.7 26.9
238.1 232.8 444 315.8 362.5 321 933.5 926.2 215
238.1 231.5 4338 3227 367.3 31.8 . 987.4 962.2 28.1
1961: 238.3 230.5 43.3 326.0 369.3 313 1983: IL..... 1,087.2 995.2 28.8
239.1 230.1 42.5 328.0 370.8 31.0 1,104.2 1,0484 29.9
244.7 234.7 42.8 331.5 374.0 30.6 1,146.5 1,079.2 30.3
245.2 2349 424 338.4 381.7 30.6 1,173.0 1,097.9 304
1962: 2474 237.0 421 345.5 391.1 30.7 1984: 1. 1,216.5 1,139.2 31.0
248.9 238.6 41.9 346.8 3944 30.2 1,270.2 1,198.1 32.0
2494 239.2 415 345.1 3943 29.4 1,317.7 1,241.0 328
251.2 240.. 41.0 346.8 398.0 28.8 1,371.0 1,294.3 337
1963: 252.6 242.0 40.7 3484 400.6 284 1985: 1. 1,406.3 1,330.7 34.2
256.0 2444 407 349.4 402.3 21.7 1,477.2 1,402.0 35.5
253.8 243.6 40.1 353.2 405.0 26.8 1,515.6 14416 36.1
2543 2444 39.6 359.1 407.8 26.1 1,593.7 1,520.3 37.6
1964: 255.9 246.9 39.5 3759 417.7 25.9
258.5 250.3 39.6 400.6 435.9 26.5
260.8 253.5 395 423.1 452.3 26.7
260.7 254.2 39.1 444.6 468.3 27.0
1965: 261.5 256.3 38.6 465.1 484.9 21.5
263.5 259.9 38.6 484.0 500.0 27.8
262.7 261.0 38.1 500.6 512.4 27.9
263.9 264.8 38.1 5139 522.0 21.7

? Preliminary.

1. Includes holdings by the Federal Reserve.
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NOTE.—Cyclical adjustment based on middle-expansion trend GNP.
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Table 6.—Cyclically Adjusted Federal Receipts and Expenditures Based on 6-Percent Unemployment Rate Trend GNP

- [Billions of dollars; quarters at seasonally adjusted annual rates]
Receipts Expenditures Surplus( ox; 6-pefcent Receipts Ezxpenditures Surplus( 01; 6-pelrcent
deficit (— unemployment deficit (— unemployment
Percent- Percent- Percent- rate trend GNP Percent- Percent- Percent- rate trend GNP
age of 6- age of 6- e of 6- age of 6- age of 6- £ 6-
Year ﬂ?end percent percent apgem ent Year and percent percent afeergent
quarter unem- unem- . quarter unem- unem- - .

Level ployment Level ployment | Level l‘;l)nen;;lt Selgt 1982 Level ployment Level ployment | Level l‘(l)ne“é t seux;‘t 1982
rate rate P yTe doll dollars rate rate P yr:en doll dollars
trend trend tl;znd ollars trend trend t::nd orlars
GNP GNP GNP GNP GNP GNP

191 | 209.0 207 | ~159 —16 | 1,009.1| 24009 198 | 4063 209 | -217 ~11 | 1,9468| 2961
183 | 2249 204 | —226 —~20 | 1,028 | 2,483.4 194 | 4181 209 | —295 —~15 | 1,9999| 2,989.
190 | 2496 209 | ~22.3 —19 | 1,1939) 25687 191 | 4356 214 | —461 -23 | 20386 | 3011
%g% ggg‘i gg.g —iz.g —1.51 %,iég‘g g,gi;.g 194 | 4469 214 | —413 —20 | 20898 | $,033.
188 | 3580 218 | —430| 26 | 16791 28309 194 | 4535 212 | -400| 19 | 21357 3,055.
198 | 3887 212 | -335 —18 | 1,837.1] 29144 195 | 4602 209 | -315 —-14 1 220351 3,077
194 | 4267 211 | —347 —17 | 20188 3,000.4 19.7 | 4757 210 | -31.3 —14 | 22599 | 8,100.
%8'6 g;(l)% g(l); _ igg _ l.g g,iggi g,(l)ggg 198 491.1 21.1 —31.0 -13 2,323.2 | 3,122
1 . 9 | —19. - ,499. ,180. - _
204 | 6099| 217 | —374| -13 | 28062 | 32737 201 49731 208 { —17.0 —7 | 23936 4,145,
201 | 505.1 20.5 9.6 4 | 24649 3168
22| 49 Z1 | -Zsy 8 ) 201 Saned 200 | 5308| 209 | —242| 10 | 25840 3191
199 | s236| 227 |-1016| 28 | 36289 | 34075 201 SSLLY 212 211 —~10 ) 26089 8214
194 | 8922 231 |—142.2 —87 | 38614 | 35719 202 | 5760 215 | —360 ~13 | 26779 8238
198 | 980.4 241 |-1720 —42 | 40749 ] 36419 201 | 5944 215 | —384 —14 | 27594 3261
. 205 | 6220 219 | —396 —14 | 28420 3,285,
%g.g éslag.slz 3(1)‘;‘ 3 (7;.3 3 .g ) 3(7)51)4 % g,ggg.g 208 | 6470 220 | -354 ~12 | 29455 3309.
188 | 2104 207 | -19.4 _19 | 10174 2121(11:9 %ig g‘;}g ‘g-g —féé —-g 3(1’357',?( ggﬁ-
18.8 214.5 207 —-19.3 -19 1,038.2 | 24314 21:3 707:1 22:2 —28:3 _:9 3:190:6 3;362:
ig.g g;gé %8‘% —g‘li.g ‘%é }’8%% g,ﬁ%g 209 | 7212 222 | —45.1 —~14 | 32684 3,379
182 | 2265 203 | —237 Z21 111141; 214513218 i %3’5? gggg 5%9 —gﬂ —hl) gggﬁ g»ig’g-
185 | 2805} 202 | -200) 18 ) LIZ) 25149 i 203 | 7116| 223 | —614| _19 | 34611 | 3433
18.3 540.9 2(1); - ég.g - %3 %,%%.(li ggggg V. 203 | 8156 232 |—1083 —~29 | 35104 | 3.451.
o8 | 3499 05 | Tl T3 | Taoee| zates || 1ess: L 201 | 8065 27 | —929) 26 | 35682 3460.
188 | 2644 25 | 3301 27 | 12304 26013 il 197 | 8268 226 |-1059| —29 | 36505 | 3,506.
%g.i gsg.g g{l’% _gﬁ - %g %%965?% g,gzg.é Iv. 194 | 8411 227 |-1203 -82 | 37119 8525
101 | Seee 201 | _13.4| —10 | 138341 2:6681 196 | 604 28 |-1203) 32 | 87016 3548
192 | 2111 201 | —13.1 —~10 | 1,377.6 | 26907 194 | Srod 29 |14 285 | i) dee2.
%g.g gg;.} gg.g _%g.s; 5 .g %,ﬁg.g g’%ﬁg 194 | 9208 236 |—1630 —~41 | 39457 | 3,600.
204 | 31256 207 | 41| -8 | 15124 27508 %33 ggg-g ggg _ﬁ?g —ig 3’323’3 ggég
199 | 3227 206 | ~114 =7 | L5651} 27799 198 | 98738 241 |-1752| 43 | 40999 | 3657
196 | 3358 208 | —189 —12 | 1,61571 2,800.1 200 |1,021.7 247 | -19517 —47 | 41547 | 3,676
170 | 3546 215 | —729 —44 | 16529 | 28206
192 | 3658 215 | —385 —23 | 17018 28411
192 | 3159 215 | —416 —24 | 17458 2,8619
192 | 37173 212 | —35.0 ~20 | 1,7186| 28827
194 | 3806 210 | —29.2 —~16 | 1,8148| 29087
194 | 3940 212 | —335 ~18 | 1,854.4 | 29249
193 | 4029 212 | —36.2 —19 | 1,900.4 | 29463

? Preliminary.



By JEFFREY H. LOWE

Capital Expenditures by Majority-Owned Foreign Affiliates of

U.S. Companies, 1986

MAJORITY-OWNED foreign affili-
ates of U.S. companies plan to in-
crease capital expenditures 9 percent
in 1986, to $39.8 billion, following a
planned 5-percent increase in 1985
(table 1 and chart 6).!

The latest spending estimate for
1985, based on the BEA survey taken
in December 1985, is significantly
lower than the estimate based on the
survey taken 6 months earlier,-which
indicated spending would rise 15 per-
cent (table 2). For 1986, the latest esti-
mate is slightly lower than the earlier
estimate, which indicated spending
would rise 2 percent. However, the
latest estimate of the year-to-year per-
cent increase for 1986 is larger, be-
" cause it is calculated from the lower
1985 base. The downward adjustment
for 1985 continues a recent pattern in
which spending estimates made near
the end of the year are much lower
than those made 6 months earlier.
The pattern, established during a
period of prolonged sluggish growth
abroad, largely results from the can-
cellation of some projects and the de-
ferral of others into the following
year. Although planned 1985 spend-
ing was adjusted downward in most

Note.—Ralph Kozlow and Ellen M. Herr pre-
pared the estimates. Smith W. Allnutt designed
the computer programs for data retrieval and
analysis.

1. Capital expenditures estimates are for majority-
owned nonbank foreign affiliates of nonbank U.S. par-
ents. (An affiliate is majority owned when the com-
bined ownership of all U.S. parents exceeds 50 per-
cent.) For affiliates other than those engaged in natu-
ral resource exploration and development, capital ex-
penditures include all expenditures that are charged
to capital accounts and that are made to acquire, add
to, or improve property, plant, and equipment. For af-
filiates engaged in natural resource exploration and
development, capital expénditures also include the full
amount of exploration and development expenditures,
whether capitalized or expensed. Capital expenditures
are on a gross basis; sales and other dispositions of
fixed assets are not netted against them. They are re-
ported to BEA in current dollars; they are not adjust-
ed for price changes in host countries or for changes
in the value of foreign currencies, because the neces-
sary data are unavailable.
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industries, nearly one-half of the total
adjustment was in petroleum, prob-
ably attributable to the continuing oil
glut.

The increases currently planned for
both 1985 and 1986 probably reflect
expectations of continued slow eco-
nomic growth abroad. Depreciation of
the dollar vis-a-vis many foreign cur-
rencies, which began early last year,
may account for much of the in-
creases. In general, dollar deprecia-

tion raises estimates expressed in dol-
lars of a given amount of foreign cur-
rency expenditures. However, the pre-
cise effect of dollar depreciation on
spending estimates cannot be meas-
ured because, among other things, the
amount of spending actually transact-
ed in dollars, as opposed to the
amount transacted in foreign curren-
cies, is not reported to BEA.

By area, affiliates in developed
countries plan a 12-percent increase

Table 1.—Capital Expenditures by Majority-Owned Foreign Affiliates of U.S. Companies,

1981-'1986
Percent change from preceding year Billions of dollars
Actual Latest Earlier Actual expenditures Latest Earlier
expenditures plans ! plans 2 plans ! plans ?
1982 | 1983 1984 1 | 1985 | 1986 | 1985 | 1986 || 1981 {1982 1983|1984 | 1905|1954 1985 | 1086
Total (*)]-18 -4 5 91 15 2]} 43.7| 43.8] 36.0| 34.7| 36.5| 39.8| 39.9| 40.9
By industry
Mining —47| —34 37 1 71 24( 19| 13 N 5 6 6 N 8 9
Petroleum 25|21 -9 6 5( 18 3 15.8{ 19.7| 155| 14.1| 149 157| 16.6 | 17.2
Manufacturing —13| -18 2 9 14| 16 1]/ 19.2| 16.8]| 13.7| 14.0| 153| 17.3} 16.2| 16.5
'ood and kindred products.. —-5[-10 21 101 —1! 14| -5| 14| 13| 12 12| 1.3} 13| 14| 13
Chemicals and allied produ -6|-16] * 13] (| 22| 13| 14} 3.0| 28| 23 26| 26| 32| 30| 34
Primary and fabricated metals... 8 3 12] -9 -21)-11}-27 8 9 9 1.0 9 N4 9 6
Machinery, except electrical ....... —4({-23| =15 -4} 25| 14] 10|} 51| 49; 38 321 31 88) 37! 40
Electric and electronic equipment. -6 3 25 =31 —§ 31 —4f 12{ 11} 12 15) 14) 14} 15} 15
Transportation equipment.............c....... —-33{—-25| —4 31| 31{ 28| (*)| 52 34| 26 25| 33| 43| 32( 82
Other facturing —8(~23 15| 26 1| 27| —6|| 25| 23| 18 211 26( 261 26} 25
Trade =11f -7 -1f -1 8 12 1{{ 48| 88| 35 35| 85| 88| 89, 4.0
Finance (except banking), insurance,
and real es .......................................... 4 5 —47) 18] 18] 11 2 4 4] 4 2 3 3 2 2
her ind ies. —13} —4 —6]-13 4| -5 -1} 29| 25| 24 23] 20) 21 21| 21
By area
Developed cOuntries...........cmmaieiiecrinens —-4(-16 *) 5| 12 15 3] 81.3| 30.0| 253 25.3|26.6|29.9] 29.1{ 29.8
Canada -91-12 2] 16 9| 28 1|| 81] 74| 65 66| 77| 84| 85| 85
Europ -3} -15 -1 )] 13 8 31 20.1|19.5|165| 164/ 16.5|18.6( 17.8| 18.3
European C (10) 2 —4j-11 -1 4] 12] 12 4111621 1565( 13.7| 13.6| 14.2| 159] 15.2| 156.8
France ™| -4 -4 —6] 14 61 19| 19 19 1.8 L7} 18] 19 20
Germany.... -9 —4| -6 6] 20 8 5il 34| 31} 3.0 28| 29| 35| 80| 31
United Ki ~51—-20 7 5( 121 11 8l 758 7.1] 87 61| 641 72! 67 13
Other -2 —4 -9 7 4 18| —4ll 35! 34| 32 3.0 32| 83| 35| 34
Other 3| -30 2|-19| 15| —8| —5| 89| 40| 28 291 23| 27| 26 25
Japan . 17| -33 21 5] 29 24| 11 8l 8| 6 8] 8| 10 9] 10
Australia, New Zealand, and South
Africa —8] 13} 15] 28 41 22| 22| 16 15| 17| 19| 19| 19
Developing countries —-10 4 21 15 3|l 11.1] 125} 101 9.1] 951 9.7] 1041 107
Latin America.. 10/ 13 8| 23 5| 57| 52| 83 8.7{ 4.1) 45| 45| 47
Other Africa —-23] 16 1y 24 2l| 1.6] 25}.19 151 17| 171 18( 19
Middle East 3] -10|-24| -7| -6 -7 Sl 7| .8 a1 5] 5| 6] 6
Other Asia and Pacific.........coocccenecunecc| | 23| (| -20| —-5] —4 6 2{ 33| 41| 41 33| 31| 30| 34| 35
International —5|—45] —49] 21)—-40{ 21|-17|| 14| 138 N4 4 4 3 4 4
Addenda:
European C: (12)+ 1641......... 16.3
OPEC 5 46 -9 -32f -1| | 12 2|{ 24| 35| 32 21| 21| 21| 24| 24

* Less than 0.5 percent (+).
1. Based on the BEA survey taken in December 1985.
2. Based on the BEA survey taken in June 1985.

3. European Communities (10) comprises Belgium, Denmark, France, Germany, Greece, Ireland, Italy, Luxembourg,

Netherlands, and the United Kingdom.

4. European Communities (12) comfnses European Communities (10), Portugal, and Spain

5, OPEC comprises Algeria, Ecua
and the United Arab Emirates.

or, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, ngerw, Qatar, Saudi Arabia, Venezuela,

Note.—Estimates are for majority-ow-ned nonbank foreign affiliates of nonbank U.S. parents.
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Table 2.—Revisions to Capital Expenditures
Estimates, 1985-86

[Millions of dollars]

Expenditure

Percent change
estimates for:

from preceding
year:

1985 | 1986

1985 1986

Date of BEA survey: !
June 1984

43,958 n.a. 87 na.
December 1984 42,537 n.a. 134 n.a.
June 1985 39,926 | 40,879 15.0 24
December 1985 36,495 | 39,810 5.1 9.1

Addendum:
Total percent change
from first to most
recent estimate.................

-170§ -26

n.a. Not applicable.

1. Results of the June 1984, December 1984, and June 1985
surveg: were published in the September 1984, March 1985,
and September 1985 issues, respectively, of the Survey oF
CurreNT Business. Results of the December 1985 survey are
presented in this article.

: R e CHART 6
Capital Expenditures by
Majority-Owned Foreign Affiliates
of U.S. Companies

Billion $ (Ratio scale) Billion $

1981 83 85
© Planned

NOTE. — Estimates are for nonbank foreign affiliates of nonbank
U.S. parents.

1981 83 85

U.S. Department of Commerce, Bureau of Economic Analysis 86-3-6
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in 1986, to $29.9 billion, following a 5-
percent increase in 1985. In contrast,
affiliates in developing countries plan
a smaller increase in 1986—2 percent,
to $9.7 billion—than in 1985. Affili-
ates in ‘“‘international”’—those that
have operations spanning more than
one countiry and that are engaged in
petroleum shipping, other water
transportation, or operating oil and
gas drilling equipment that is moved
from country to country during the
year—plan a steep 40-percent drop in
spending, to $0.3 billion, following a
21-percent increase.

Petroleum

Petroleum affiliates plan to in-
crease spending 5 percent, to $15.7
billion, following a similar increase in
1985. Weak petroleum markets, re-
stricted cash flow, and the heavy debt
assumed by several U.S. parent com-
panies involved in mergers have
dampened spending, particularly for
exploration and development. Because
the data were collected in a survey
conducted in December, they do not
reflect the sharp drop in oil prices
that occurred in January and Febru-
ary; when the lower prices are fully
factored into affiliates’ spending
plans, 1986 spending may be revised
down substantially.

In developed countries, affiliates
plan to increase spending 10 percent,
to $10.6 billion, following a 4-percent
increase in 1985 (tables’ 3-5). Canadi-
an affiliates plan an &-percent in-
crease, to $3.4 billion, after an 18-per-
cent increase. New tax, royalty, and
pricing policies of the Canadian Gov-
ernment may be encouraging spend-
ing. The 1986 increase would have
been larger except for the sale of a
major affiliate’s assets to local pur-
chasers late last year. In the North
Sea area, British affiliates plan to
step up spending 13 percent, to $3.6
billion, following a 4-percent increase;
the 1986 increase may reflect oilfield
and gasfield development deferred
from last year. Norwegian affiliates
plan a 19-percent increase, to $1.3 bil-
lion, following a sharp drop in 1985,
when major pipeline and gas compres-
sion facilities were completed. A
sharp decline in 1986 spending in the
Netherlands reflects completion of a
refinery expansion.

In developing countries, affiliates
plan a 1-percent decrease in spending,
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to $4.9 billion, following an 8-percent
increase in 1985. The largest decrease,
in Colombia, partly reflects the sale of
an affiliate’s oil-producing properties
to a foreign company. Other sizable
decreases are in the Middle East,
Thailand, and China. Partly offsetting
increases are planned in Indonesia
and in Trinidad-Tobago; in both cases,
spending is for development of off-
shore energy resources.

Affiliates in “international” plan to
cut spending 46 percent, to $0.2 bil-
lion, after a 26-percent increase in
1985. Despite the 1985 increase,
spending by these affiliates has been
low in recent years, mainly reflecting
an oversupply of mobile offshore drill-
ing rigs.

Manufacturing

Manufacturing affiliates plan to in-
crease spending 14 percent, to $17.3
billion, in 1986, following a 9-percent
increase. Large increases—31 per-
cent—are expected in transportation
equipment in both years, following a
slump in spending in 1982-84. The in-
creases partly reflect intensified
worldwide competition among auto
manufacturers, which has led to in-
vestment in more efficient and tech-
nologically advanced equipment, in
addition to capacity expansion. Strong
demand for autos and trucks in North
America has also contributed to the
increases. Affiliates in nonelectrical
machinery and in chemicals plan
large increases in 1986 as well—25
and 22 percent, respectively; however,
the increases partly reflect deferrals
of projects from last year. In contrast,
a 2l-percent decrease is planned in
primary and fabricated metals, follow-
ing a smaller decrease in 1985. Both
decreases reflect worldwide oversup-
ply and resulting depressed prices. Af-
filiates in electrical machinery plan
small decreases in both years; those
in food and in “other” manufacturing
plan little change in spending this
year after increases in 1985.

Spending plans in manufacturing
industries for 1986 may be revised up
if the recent steep decline in oil prices
leads to better-than-expected econom-
ic growth abroad. In particular, the
price decline may have a positive
effect on chemical affiliates, because
petroleum feedstocks represent a sig-
nificant portion of their production
costs.
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In developed countries, where
spending increases are widespread, af-
filiates are planning a 15-percent in-
crease, to $14.3 billion, following a 9-
percent increase in 1985. Canadian af-
filiates plan to increase spending 10
percent, to $3.7 billion, after a 24-per-
cent increase. By far the largest in-
crease is in transportation equipment,
for ongoing capacity expansion and
integration of parts manufacturing
and assembly operations. The in-
crease reflects strong demand for
autos and trucks in the North Ameri-
can market. Chemical affiliates also
plan a sizable increase, and affiliates
in primary and fabricated metals plan
a sharp decrease.

In Europe, affiliates plan an 18-per-
cent increase, to $9.2 billion, following
a much smaller increase in 1985. A
strong increase—23 percent, to $2.9
billion—is planned by affiliates in
Germany. The increase is concentrat-
ed in nonelectrical machinery, for
production of a new generation of
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computer equipment, and in transpor-
tation equipment, for introduction of
a new auto model. In the United
Kingdom, affiliates plan to increase
spending 14 percent, to $2.6 billion,
doubling last year’s increase. The
1986 increase is centered in nonelec-
trical machinery.

In developing countries, affiliates
plan to increase spending 9 percent,
to $3.1 billion, after a T-percent in-
crease. In both years, the strongest in-
creases are in Mexico, mainly in
transportation equipment, and reflect

increased production for the U.S.

market. A large 1986 increase is also
planned by Brazilian affiliates. The
increase is widespread by industry,
and probably reflects a general im-
provement in economic conditions.

Other industries

Mining affiliates plan a T7-percent
spending increase, to $0.7 billion, fol-
lowing virtually no change last year.
Most of the increase is in Australia,
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for construction of a bauxite smelter,
and in Chile, for copper mining oper-
ations. Partly offsetting is a decrease
in Colombia, where a mining affiliate
is nearing completion of a coal trans-
portation system.

Trade affiliates plan an 8-percent
increase, to $3.8 billion, following a 1-
percent decline. The increase is
spread among several European coun-
tries, Canada, and Japan, and prob-
ably reflects deferrals from last year.

Spending by affiliates in finance
(except banking), insurance, and real
estate is expected to rise 18 percent in
1986, to $0.3 billion, following a simi-
lar increase in 1985; in both years,
the increase is concentrated in the
United Kingdom.

Affiliates in “other industries”—ag-
riculture, construction, public utili--
ties, and other services—plan a small
increase in spending, to $2.1 billion,
following a moderate decline in 1985,
Much of the increase is in Canada for
modernization by a major utility.
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Table 3.—Capital Expenditures by Majority-Owned Foreign Affiliates of U.S. Companies in 1984 !

[Millions of dollars]
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Manufacturing Finance
. (except
. Electric ;
. | Primary Ma- banking), | Other
All s Petro- Food Chemi- s and Trans- ’ s

industries | MinIng | joupy Total | @nd | cals and f:gﬁ_ c?;?:;{ | elec- | portation gg}:le“x: Trade e, utjx‘-ii‘e‘ssﬂ

kindred | allied cated elec- tronic equiD- | footuring and real

products | products metals trical equip- ment estate
ment

All countries 34,723 624 | 14,070 | 14,048 1,214 2,620 1,003 3,206 1,466 2,488 2,050 | 3,511 215 | 2,255
Developed countries 25,270 159 | 9,247 | 11,395 973 2,146 723 2,826 910 2,082 1,734 | 2,842 183 | 1444
Canada 6,614 531 2650 | 2,702 253 507 450 295 143 454 600 420 70 7198
Europe, 16,435 3] 6,074 | 17,619 590 1,440 255 2,247 599 1,475 1,014 | 1,986 86 668
European C 10) 13,576 2| 4321 17,182 539 1,366 239 2,166 500 1,367 954 | 1,432 75 613
Belgium 482 1 42 314 13 110 11 29 43 57 51 110 *) 15
Denmark 225 0 104 36 13 ®) (] (*) ® *) 4 81 *) 4
France 1,779 1] 174 | 1,232 52 152 16 746 51 70 139 285 1 83
Germany 2,769 1 272 | 2,163 84 220 90 571 179 734 280 258 7 68
Greece 37 *) 13 17 4 7 *) *) 2 1 3 6 *) *)
Ireland 247 *) 40 170 9 76 3 24 10 15 32 31 3 3
Italy 728 0 83 504 34 91 16 208 41 |- 38 76 105 *) 36
Luxembourg 38 0 *) 37 0 ®) ®) 7 ® 0 1 * *) *)
Netherlands 1,215 0 508 551 80 280 24 110 15 2 40 81 1 74
United Kingd 6,055 (*)| 8,085 2107 250 410 70 465 140 450 322 475 63 325
Other Europe 2,859 1] 1,753 487 51 74 15 81 98 108 59 553 10 55
Austria 102 0 7 47 5 6 5 3 15 8 5 44 *) 4
Norway 1,680 11 1,610 217 0 1 0 5 ® *) ® 35 ® ®
Portugal 46 0 5 25 3 2 1 1 9 2 7 15 ®) ®)
Spain 467 0 88 238 29 50 4 6 38 96 15 125 1 15
Sweden 192 0 17 95 6 11 2 63 4 2 7 il *) 3
Switzerland 272 0 5 50 8 4 2 3 17 ™) 17 186 3 29
rkey 39 *) 13 2 *) *) 0 0 1 0 1 23 0 (*)
Other 61 0 9 3 0 ") 1 ™ ®) .0 ) 49 *) ™
Japan 758 0 75 551 15 100 6 258 138 5 28 120 11 2
Australia, New Zealand, and South Africa..........cccovrers 1,463 108 448 523 115 99 13 26 30 148 91 316 17 55
Australia 1,107 102 392 364 69 T2 [ 14 23 120 59 194 17 38
New Zealand 70 *) 13 22 4 6 *) *) 1 6 5 31 *) 3
South Africa 286 1 43 137 43 21 6 12 6 22 28 91 ™ 14
Developing countries 9,092 464 | 4,572 | 2,653 241 474 279 380 556 407 317 670 32 701
Latin America 3,664 398 702 | 1,909 181 377 274 319 108 391 259 395 24 237
South America 2,758 372 572 | 1,462 187 269 261 271 61 248 215 271 18 56
Argentina 310 (@) 39 241 35 43 5 98 4 30 25 20 *) ®
Brazil 1,363 6 115 1,035 54 170 234 171 52 205 148 175 14 18
Chile 134 65 12 8 1 1 2 *) 1 ()] 3 26 *) 23
Colomb 587 ® 224 66 17 31 4 *) 1 2 11 6 2 ®)
Ecuad 47 0 30 1 4 3 1 0 1 0 3 4 1 *
Peru 172 11 140 4 1 1 *) *) *) * 1 16 1 )
Venezuela 119 0 8 79 23 20 1 1 1 10 24 26 ™ 5
her 27 1 4 18 3 1 14 *) *) *) 1 4 *) *)
Central America 663 4 20 424 36 104 13 48 39 143 42 111 2 102
Mexico 554 *) 2 388 25 99 13 48 29 143 32 95 1 67
Panama 24 0 4 3 1 1 0 0 ¢) 0 1 9 1 8
Other 85 4 14 33 10 4 *) 0 10 *) 9 7 ™ 27
Other Western H phere. 244 22 110 23 8 4 *) 0 8 0 2 T 3 79
Bahamas 29 *) 8 2 1 2 0 0 ® 0 ®) 1 1 16
Bermuda 8 0 2 3 0 0 0 0 3 0 (*) *) *) 3
Netherlands Antilles 16 1 11 ™) *) *) *) 0 0 0 *) 1 1 1
Trinidad and Tobago 79 0 4 2 1 *) 0 0 *) 0 * 2 *) 1
Other 111 20 15 15 6 2 @] 0 ® 0 ® 3 1 57
Other Africa 1,482 19| 1,397 31 13 7 2 2 3 ™) 4 16 1 17
aran 694 ® 681 6 *) 3 1 1 *) (*) 1 ® *) 1
gypt 483 1 475 4 0 2 0 1 ™) *) ™) 2 0 1
Libya 125 ®) 124 *) 0 0 0 *) 0 (] 0 ®) 0 0
Other 87 0 82 3 *) *) 1 0 *) 0 1 2 ) *)
Sub-Saharan 788 ®) 716 24 13 4 1 1 8 ™) 2 ®) 1 16
Liberia 32 1 16 1 1 0 0 0 0 0 0 2 1 12
Nigeria 224 ® 210 4 1 2 0 ™) ™) 0 1 ® (6] 4
Other 532 ®) 490 20 11 3 1 1 2 ™) 1 ®) *) (@]
Middle East 685 *) 501 79 5 7 0 5 61 0 1 50 3 52
Israel 133 0 (*) 73 3 ki 0 2 61 0 *) 37 2 20
OPEC 448 *) 407 6 2 ™) 0 3 *) 0 1 8 () 27
Other 104 0 94 *) ™) ™) 0 * 0 0 0 4 ™ 5
Other Asia and Pacific 3,261 46| 1,972 635 41 83 4 54 384 16 53 208 4 395
Hong Kong 432 0 16 33 2 2 1 T 18 0 3 45 1 338
India 28 0 3 25 0 T 0 3 7 0 9 ™) 0 *)
Ind 1,182 191 1,110 16 1 3 *) 2 4 0 6 14 *) 24
Malaysia 460 ®) 293 148 1 2 1 6 130 4 5 17 0 ®
Philippines 157 0 22 110 25 22 *) *) 55 1 7 14 *) 11
Singapore 193 1] 34 117 3 14 1 23 69 6 1 24 3 15
South Korea 99 0 5 48 2 8 0 12 22 0 4 44 0 1
Taiwan 133 0 *) 94 2 6 0 1 63 5 17 37 0 2
Thailand 366 *) 317 35 4 14 0 0 15 ™) 2 13 0 1
Other 210 ®) 172 9 2 6 0 0 (@] 0 *) (@] 0 ®
International 360 250 110
Memorand OPEC 2 2,145 19§ 1,889 117 30 27 2 7 7 10 34 59 1 60

* Less than $500,000,

? Suppressed to avoid disclosure of data of individual companies.

1. Based on the BEA survey taken in June 1985.
2. See footnote 5, table 1.

Nore.—Estimates are for majority-owned nonbank foreign affiliates of nonbank U.S. parents.
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Table 4.—Capital Expenditures by Majority-Owned Foreign Affiliates of U.S. Companies in 1985 !
[Millions of dollars]
Manufacturing Finance
;| Primary | Ma- Electric bg’rflgl?tgé) Other
AL Mining Petro- Food Chemi- and . | chinery, and Trans- Other | Trade | insur- | indus-
industries leum | qoio) and cals and | o xcept elec- [ portation | o ance, tries
kindred | allied eXCePL | tronic | equip- : i’
roducts | products cated elec- ui ment facturing and real
p 12 metals trical e,;‘, enl:- estate
All countries 36,495 629 | 14,921 | 15,251 1,336 2,632 915 3,085 1,426 3,265 2,592 | 3,468 254 | 1,972
Developed countries 26,604 278 | 9,653 | 12,422 1,057 2,150 694 2,734 964 2,657 2,167 | 2,728 223 | 1,300
Canada 7,664 60| 3,130 3,344 262 471 373 498 165 75 800 390 80 660
Europe 16,489 3| 6,002 17,823 656 1,480 303 1,876 665 1,623 1,221 | 1,965 113 582
European G ities (10) 14,161 1| 4720 7,304 591 1,396 285 1,799 558 1,524 1,151 1,519 99 519
Belgi 467 0 45 309 11 130 11 19 4 38 56 100 *) 14
Denmark 259 0 140 36 20 6 1 (*) 7 1 2 80 ™ 4
France 1,677 0 277 | 1,046 68 168 23 466 72 74 175 266 *) 88
Germany 2,930 1 243 | 2,339 94 305 102 448 197 866 327 249 16 83
Greece 35 *) 3 24 5 14 *) *) 2 1 3 7 *) *)
Ireland 190 *) 28 126 19 27 4 25 15 2 34 27 2 8
Ttaly 852 0 120 610 4 120 11 220 55 41 118 95 *) 28
Luxembourg 43 0 *) 42 0 ®) 0 4 ®) 0 11 *) ) ™)
Netherlands 1,319 0 645 526 84 247 32 95 16 1 50 93 5 50
United Kingdom 6,3 ™| 3220 | 2245 247 ®) 100 521 ®) 501 376 602 75 245
Other Europe 2,327 11 1,282 520 65 84 18 7’7 107 99 70 447 14 63
Austria 96 (] 8 50 7 2 6 2 13 10 10 33 *) 5
Norway., 1,178 1) L,091 29 ®) 1 0 5 ®) *) 8 48 ®) ®
Portugal 83 0 28 31 3 2 *) 2 12 2 10 23 0 2
Spain 439 0 105 243 45 52 5 7 35 83 17 73 ™ 17
Swed 188 0 20 93 3 14 1 60 6 4 5 70 *) 4
Switzerland 274 0 7 67 ®) 11 4 2 ®) *) 17 160 8 31
Turkey 20 ") 13 3 *) 1 0 0 1 0 1 4 0 *)
Other 49 0 9 3 0 *) ™ *) 1 0 1 36 ®) ®)
Japan 796 0 69 612 15 99 4 330 104 5 54 102 9 4
Australia, New Zealand, z;nd South Africa.....cccoverecpunnes 1,656 215 452 642 123 99 14 30 31 253 92 271 21 54
Australia 1,377 212 388 516 97 5 8 13 28 230 64 200 21 41
New Zealand 76 *) 10 33 4 6 ™) ™ 1 14 8 29 ™*) 4
South Africa 202 3 54 94 22 19 5 17 2 10 19 42 * 9
Developing countries 9,455 3517 4,953 2,828 280 482 221 351 461 608 426 740 32 552
Latin America 4,125 308 995 | 2,117 218 371 215 298 92 575 349 519 21 164
South America 2,988 291 836 | 1,446 157 272 198 275 50 239 256 352 16 47
Argentina 333 2 73 216 42 51 5 75 1 13 29 37 *) 6
Brazil 1,387 14 96| 1,030 60 171 174 197 44 218 167 212 10 24
Chile 104 ®) 13 11 2 2 3 *) 1 *) 3 31 2 ©
Colombi 795 ®) 510 41 10 16 1 *) 1 1 12 13 2 ®
Ecuad 4 0 22 13 2 5 1 0 1 0 4 8 1 *)
Peru 108 8 75 4 *) 1 *) ] ® * 2 20 1 1
V 176 0 27 114 38 25 1 2 1 8 39 30 *) 5
Other 42 1 21 18 2 1 13 ® * ® 2 2 ® ®)
Central America 885 4 18 654 55 93 17 23 39 335 91 160 3 47
Mexico 788 *) 3 623 41 89 16 23 36 335 84 145 1 16
P. 20 0 3 2 1 1 0 0 *) 0 1 T 2 5
Other 8 4 12 28 13 4 1 [ 4 *) 6 8 ™) 26
Other Western H here 252 14 141 17 6 6 *) 0 4 0 2 7 3 70
Bah 42 ®) 15 2 1 2 0 0 0 0 *) 1 1 ®)
Bermuda 11 0 8 ™ 0 0 0 0 *) 0 *) *) 1 1
Netherlands Antilles 5 ®) 1 ™* *) ™) *) 0 0 0 *) 1 1 ()
Trinidad and Tobago 111 0 105 3 1 2 0 0 ) 0 *) 2 *) 1
Other 83 5 12 11 4 2 *) 0 4 0 1 3 *) 52
Other Africa 1,722 20} 1,621 36 10 14 2 2 4 ™) 5 23 3 19
Saharan 852 ®) 827 10 1 6 1 1 1 *) 1 11 1 (®)
Egypt 655 ®) 638 7 0 6 0 1 1 *) ™) 9 0 ®
Libya 134 0 132 *) 0 0 0 *) 0 0 0 ()] 0 2
Other 63 0 57 3 1 *y 1 0 *) 0 1 2 1 *
Sub-Saharan 869 ®) 794 25 9 8 1 1 3 *) 3 12 2 ®)
Liberia 31 1 14 1 1 0 0 0 0 0 0 2 1 12
Nigeria 204 *) 190 8 1 5